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ABOLITION OF THE 8UBTREASURIES. 



Committee on Banking and Currency, 

House of Representatives, 

Tuesday, February 10, 1920. 

The committee met at 10.30 o'clock a. m., Hon. Edmund Piatt 
(chairman) presiding. 

The Chauiman. Gentlemen, as this is a hearing on the bill to 
abolish the subtreasnries and we have a good deal to do, I do not 
think it is necessary to wait for a full committee, especially as Mr. 
Hamlin has got to go back to a meeting of the Federal Reserve Board 
and wishes to make an opening statement as to how this matter 
originated and its purpose, and I think we might let him go ahead. 

Mr. LoNERGAN. I si^gest, Mr. Chairman, that these gentlemen be 
permitted to conclude their remarks without any interruption, and 
then if there is any interrogation it foUow the conclusion of their 
statement. I think we can make more headway if that is done. 

The Chairman. I think that is a good suggestion. What Mr. 
Hamlin expects to give us, I think, is the preliminary history of the 
bill, and the questions will be answered, I suppose, by others here. 
You may proceed, Mr. Hamlin. 

STATEHEVT OF HOK. CHABLES F. HAMLIV, OF THE FEDEBAL 

BESEBVE BOABD. 

Mr. Hamlin. Mr. Chairman, I should like to ask permission to make 
a very brief statement and then I would say that we have a very 
important meeting of the Federal Reserve Board this morning, and I 
think the governor and I feel that we ought to go back, but of course 
we will be at the service of the committee at any other time. 

Some months ago the Secretary^ of the Treasury, Mr. Glass, ap- 
pointed a committee of which he aesignated me as chairman to take 
up the whole question of the abolishment of the sub treasuries and to 
report a bill, if we believed that such abolishment was desirable or 
necessary. The committee sat every week, sometimes two or three 
times a week, for over a month, or perhaps two months. We agreed 
on a preliminary draft of a bill which was purely tentative and sent 
that to the respective Federal reserve banks. Before all the replies 
were received the Secretary of the Treasury told me that he had to 
go before the Appropriations Committee, and it was absolutely neces- 
sary to have a ojfaft of the bill to show to the Appropriations Com- 
mittee to show that due progress was being made. I accordingly 
called the committee together, and we did the best we could and put 
the bill in the shape in which it is now. I understand that draft was 
taken by the Assistant Secretary of the Treasury, Mr. Leffingwell, to 
the Appropriations Committee. Then I was informed by the chair- 
man of this committee that he thought he would introduce our bill 
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4 ABOLITION OF THE SUBTREASURIES. 

and have hearings on it, and I want to say that the committee feel 
that the bill is oi such importance that we are very glad that it is to 
be taken up and critically studied by this committee. 

The bill is necessarily tentative, because it was finally whipped into 
shape merely for the purpose of showing that progress was bemg made. 
The Secretary of the Treasury then referred the bill to the Federal 
Reserve Board for critical examination and we have sent copies of 
this bill, H. R. 12209, to every Federal reserve bank, requesting them 
to reply at their earliest convenience, by telegraph if they deemed it 
necessary. Those replies have not yet been received, so that I come 
here this morning merely as chairman of the special committee, and 
the members of the committee are here, Mr. Hand, Mr. Huddleson, 
and the Assistant Secretary of the Treasury. 

With that brief statement I will ask to be excused and meantime 
Gov. Harding will speak for the board, as to when they may be able 
to report fully to the committee. 

The Chairman. Gov. Harding, we will be glad to hear you. 

STATEMENT OF W. P. G. HASDIVG, GOVEBVOB FEDEBAL 

BESEBVE BOABD. 

Mr. Harding. Mr. Chairman, before the committee considered this 
bill in formal session it may have been read by the members privately, 
but I never had an opportimity to look over it myself untU yesterday 
afternoon. 

There are a good many difficulties in the way of getting the right 
kind of a bill, transferring the subtreasury functions to tne Federal 
reserve banks. I would like to point out that the law as it stands 
now requires Federal reserve banks to perform functions of fiscal 
agents whenever required to do so by the Secretary of the Treasury, 
but there is no dual control. The Federal reserve banks are still 
imder the supervision of the Federal Reserve Board, not only as ta 
their general banking departments but also with respect to their 
fiscal agency departments. The salaries paid those in the fiscal 



agency department are subject to the approval of the Federal Reserve 
Board, even where reimbursement is made by the Treasury. The 
Federal Reserve Board has the right to send its examiners into a 
Federal reserve bank and check up every department of the bank, 
and I think it will be conceded that any examination of a bank which 
does not cover every department of that bank is necessarily incom- 
plete and ineffective. 

I can see two objections to the present bill as it is drawn. First, 
it seems to adopt a principle of dual control. It is pretty hard for 
anybody to serve two masters. We have had some experience 
heretofore on the subject of dual control and have seen some of the 
complications that have arisen from it. The Federal reserve banka 
are under the general supervision of the Federal Reserve Board. 
This bill in defining the suotreasury functions puts them exclusively 
under the control of the Secretary of the Treasury in regard to those 
particular functions. Now it has always been understood, I believe, 
that a Federal reserve bank is not a Government bank. This has 
been recognized in that they have been given no franking privileges 
in the mails. This bill recognizes the fact because it gives them a 
franking privilege in connection with the subtreasury function, and 
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ABOLITION OF THE SUBTREASURIBS. 5 

it seeks to make a subtreasury out of a bank which is not a Gk)vem- 
ment institution, whose oflGlcers are not Government officers, and 
only three of whose directors can be in any wav regarded as having 
been appointed by Government authority. I'hat is the class C 
directors appointed by the Federal Reserve Board. Six directors 
are appointed by the member banks. 

Now it seems to me that while there ought not to be any inter- 
ference whatever with the Treasury functions, the objects sought 
bv this bill are merely an extension of the fiscal agency functions 
already provided for, and the bill ought to be framed with that idea 
in view. But the Federal Reserve Board ought to retain its same 
general supervision over the manner of exercising these functions 
that it has now; the Secretary of the Treasury should prescribe to 
the banks what subtreasury functions he wants them to exercise, 
and generally how they should exercise them, but there ought to be 
some supervision of the banks to see that they are exwcismg these 
functions properly, and if the Federal Reserve Board is not permitted 
to examine the banks with respect to those functions, the bill ought 
to be amended so as to provide for a treasury examination of the 
banlffl in connection with them. It would be better, I think, though, 
^for the board to have examining power so as to have unified control. 
Then there is another thing. The question has come up several 
times hereitofore as to the liabuity of an agent, and the responsibility 
of the agent to his principal as to whether or not the principal is 
liable for the acts of omission or commission of his agent. 

Now I beUeve that the whole process would be simplified if the 
Government should assume the relation with these banks as a de- 
positor, if it were possible to have these functions discharged by the 
Federal reserve bank not so much as a fiscal agency function but as 
a matter of handling certain business growing out of a deposit. Let 
the law be amended so as to authorize the Federal raservc banfa, 
where required to do so by the Secretary of the Treasury, to receive 
governmental deposits, make certain disbursements and certain 
redemptions under rules and regulations prescribed by the Secretary 
of the Treasury, giving him full control, of course, of all the methods 
that he wants adopted and the functions which he wants them to 
exercise, but have a clear understanding aU the time that these 
banks are not branches of the Treasury; they are not subtreasuries 
in any respect, but they are merely handling Government funds, 
and it is just a question of an agreement then that any ordinary 
depositor with a bank would make. You open an account with a 
bank; you leave your signature there; you tell the bank to pay 
your checks against your balance when signed either by a single 
signature, or sometimes you want to require a counter signature; 
you can do so and the bank has to carry out your instructions, but 
you do not assume any responsibihty as to the management of the 
bank. That is the main thing that I wanted to call to the attention 
of the committee, that the banks were not (Government banks and 
that there ought not to be a dual supervision or control over the 
banks, and that while there ought to be a clear cut definition of what 
these functions are and the manner in which they should be exer- 
cised, but that the general supervisory powers that the board now 
has over Federal reserve banks ought not to be impaired; that no 
examination of a part of the bank amounts to anything unless you 
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can examine the whole thing, and instead of having two authorities 
making the examination it is much better to have one authority 
make the examination. 

The Chairman. There is nothing in the bill now that provides for 
that? 

Mr. Harding. Nothing that provides for examination. 

Our counsel, Mr. Harrison, is here, and I would be glad if you 
would ask him a few questions, to see whether or not he agrees with 
what I have said, whether he thinks there is any authority vested 
in the Federal Reserve Board to examine the subtreasury functions 
as defined in this bill. 

Mr. Phelan. I would Uke to ask one question of Grov. Harding. 
I notice, if I interpret the section correctly, that the 5 per cent fund 
against redemption of national bank notes may be taken in the 
form of a deposit in Federal reserve banks. As I understand it 
now, the banks have to deposit with the Treasurer, or with the 
Treasurer, 5 per cent in lawful money. Now is that kept in lawful 
money in the Treasury, or is that mixed with the general funds ? 

Mr. Harding. Mr. Harrison could answer that question better 
than I could. 

Mr. R. C. Leffingwell (Assistant Secretary of the Treasury). 
Mr. Hand, what was the theory of that provision. 

Mr. Robert G. Hand (commissioner of accounts and .deposits). 
The idea is that the deposit itself shall be made in lawful money. 
Once it is made in lawful monejr, there is necessarily a duty on the 
part of the Treasury of the United States to always retain in the 

general fund a sufficient amount of lawful money to meet that lia- 
ility. Of course there is no special earmark on any dollar after it 
once comes in. 

Mr. Phelan. I think that is consistent with what we expect the 
law to mean. In other words, you have always got 5 per cent in 
lawful money to meet that demand. Now under tms bill you take a 
deposit of 5 per cent, and so far as I can see there is no requirement 
on the part of anybody to keep that in lawful monev; m fact, it does 
not have to be made in lawful money, under this bill. So instead of 
having the 5 per cent some place to meet the redemption of those 
notes, you have only — ^you need have only 40 per cent or 35 per cent 
of 5 per cent, which is the amount required under the Federal reserve 
act to keep against deposits. Is that not so? 

Mr. Hand. That is true, but the right to withdraw deposits would 
necessarily give the Treasury the right to withdraw even a certain 
amount in lawlul money. 

Mr. Phelan. Except — my point is this: It is a question of how 
far we want to go in breakmg down our reserves. Now under the 
present law we have got for certain 5 per cent against the national 
Dank notes outstanding; under this bill we need not have 5 per cent; 
it could be 35 per cent of 5 per cent, and to that extent would make 
necessary so much less reserve against outstanding obligations. You 
get my point. Governor ? 

Mr. Harding. Yes. 

Mr. Phelan. Now the question I want to know is whether or 
not you think that is a wise provision. 

Mr. Harding. I don't believe it is. 
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Mr. Phelan. I may mistake that, but that is my interpretation 
of it, and if I am mistaken I would like to have some of you point 
out in what respect. 

Mr. Harding. That is the first time it has been brought to my 
attention. 

The Chairman. Mr. Harrison, do you want to make a statement 
now? 

STATEMENT OF HB. G. L. HABBISOV, OEVEBAL COUNSEL 
FEDEBAL BESEBVE BOABD; 

Mr. Harrison. I have not had an opportunity to give the bill 
sufficient study to justifv any detailed comments on it. As a general 
proposition, I agree with Gov. Harding that so far as the powers of 
the Federal reserve banks are concerned, there is no doubt that they 
now, under the law, can engage in any fiscal operations that the 
Secretary of the Treasury may deem it advisable to require, and 
that therefore any amendment to the law must, so far as this particu- 
lar feature is concerned, be an amendment to the powers of the 
Secretary of the Treasury, rather than an amendment to the Federal 
reserve act enlarging the powers of the Federal reserve banks, I am 
mentioning that only to carry out the thought, along the line that 
Gov. Harding suggested, that any attempt to enlarge or alter the 
functions or powers of the Federal reserve banks might be construed 
as an attempt to make the banks a branch or department of the 
Treasury, rather than an independent corporation already possessing 
powers to perform certain acts for the Treasury Department when- 
ever it wishes. I do not feel, and I do not think Gov. Harding 
meant to imply, that the Treasury Department should lose all right 
to rule or regmate the maimer in which its fiscal operations should 
be conducted, but rather that they should go to the Federal reserve 
bimks with rules and regulations saying: "I want you to do this, 
that, or the other thing, subject to these limitations." But these 
operations when undertaken must be subject to the general super- 
vision of. the Federal Reserve Board. 

The Chairman. You expect to give the bill careful study and 
suggest any amendments tnat you mink may be necessary? 

Mr. Harrison. I should like very much to have an opportunity 
of studying it. I have not in the past. I saw it only yesterday 
morning and really have not looked into it as carefully as I would 
like before making any statement. 

The Chairman. Of course the occasion for hurry in the matter is 
the fact that the Appropriations Committee is seriously proposing 
to put this bill in as a rider on the legislative, executive, and judicial 
appropriation bill, which will probably come into the House next 
week. 

Mr. Harrison. There are certain rough spots in the bill that will, 
of course, be smoothed out with a little further thought. As I 
remember, however, there is one feature that leaves to the discretion 
of the Secretary of the Treasury the determination of whether 
currency will be redeembale by the Federal reserve banks, the 
Treasury Department, the assay officers, or mint. That ought to be 
defined pretty clearly in the law, and not left to the discretion of 
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the Secretary of the Treasury. The holder of any particular obliga- 
tion should know definitely, as a matter of law, wnere he can have 
it redeemed, without the possibility of future regulations depriving 
him of rights that he thought he nad at the time he acquired the 
obligation. But that, I think, was a mere oversight by those who 
prepared the bill and will no duubt be corrected. 

Mr. Phelan. I would like to ask Mr. Harrison one question, Mr. 
Chairman. 

I presume now that a State bank can go to a subtreasury and get — 
a nonmember bank — and get coin, suteidiary coin or coin of other 
sorts ? 

Mr. Harrison. I assume that is true, although I think perhaps 
Mr. Hand can answer that better than I. 

Mr. Hand. Yes, sir. 

Mr. Phelan. Well, tftider this bill what relation will the non- 
member banks have in that respect to the Federal reserve banks? 
Will the Federal reserve bank be obliged to give them the same accom- 
modation that the subtreasuries now give them — to nonmember 
banks? 

Mr. Harrison. As I understand the bill, that would depend upon 
the regulations of the Treasury Department. 

Mr. Harding. There is one other point I want to speak of in regard 
to facilities for handling this business. Only one of the banks has 
permanent quarters, so far, and therefore the faciUties at present are 
inadequate, although they are building a new vault now which will 
give adequate facilities. "All of the banks have purchased real estate 
for their buildings, but it will be some time before they will have 
adequate permanent quarters, and most of them now have vault 
facilities which are inadequate for their present needs, and I must 
confess I am at a loss to see how a majority of the Federal reserve 
banks could undertake to care for any more funds or securities with 
their present facilities. There would pe no way of segregating them. 

Mr. Phelan. Governor, I don't want to detain you— perhaps some 
of the others can answer this question — I notice that in the bill there 
is a provision made that the Federal reserve bank may be charged 
rent for the use of some Government buildings, and so far as I can see 
there is no provision in the bill for compensation to the Federal 
reserve banks when this service is rendered. Now, is there any pro- 
vision anywhere whereby the Federal reserve banks can be compen- 
sated for the service they render the Government, or should that be 
put into this bill, or should any provison be made for that ? 

Mr. Hamlin. I think, perhaps, I can answer that. That clause 
providing that all the duties and functions shall be as fiscal agents, 
it was imderstood that that would carry compensation to the banks, 
and I Want to say that at the early meetings of the committee we 
first decided that it would be advisable for the banks to absorb all 
the Expenses, and we provided that the Secretary of the Treasury 
could permit them to use existing subtreasury biuldings until their 
premises were completed. At the last meeting of the committee, at 
which Mr. Glass said he must have a copy of the bill, the majority of 
the committee took the other view ana inserted this clause as to 
fiscal agents, which was intended to mean that they should be 
entitled to compensation in the sense of reimbursement of extra 
expenses. It was also put in because of the feeling of some of the 
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^omimttee that a Federal reserve bank might incur some liability if 
it did a thing in its ordinaiy banking function which would not be 
incurred if it acted as the fiscal agent of the Government; and for 
those two reasons — ^I think those were the reasons for inserting that. 
So, as the bill stands, the committee think that it would carry reim- 
bursement by the Secretary for the functions, or at any rate the addi- 
tional functions now proposed to be placed on the banks. 

Mr. Phelan. Well, if it carries reimbursement, why should the 
provision be put in as to rental ? 

Mr. Hamlin. That provision, I suggested to the chairman, ought 
to be excluded, because the only reason for their taking over sub- 
treasuries temporarily would be because they had not the facilities 
and it would be an extra expense, and if they had to pay rent, of 
course they would charge back the rent as a legitimate expense in 
conducting the fiscal agency operations. So I think that rental 
charge could well be omitted. 

Mr. Phelan. Has any interpretation been made of the phrase you 
use, "fiscal agent," as to whether or not that could permit greater 
compensation than mere reimbursement for expenses ? 

Mr. Hamlin. I know of no distinction made between a fiscal 
agent, the fiscal agency functions, and ordinary banking functions, 
and if this committee could define it, it would be very helpful. 

Mr. Phelan. I don't think I made myself clear. Under the bill, 
could these banks be paid more than their expenses ? 

Mr. Hamlin. I don't so understand. I understand that their 
expenses would be reimbursed by the Secretary of the Treasury. 

Mr. Phelan. And nothing more could be paid them ? 

Mr. Hamlin. That is my understanding. 

Mr. Harding. I would like to point out, Mr. Chairman, that it is 
important that no very large item of expense be levied against 
Federal reserve banks in connection with this business, because 
while their earnings are very large just at present, as a matter of 
fact the Government in the last analysis gets all those earnings now, 
except the 6 per cent dividends to the member banks on their stock, 
and that if the Federal reserve banks ever function as reserve banks 
should function in normal times, their earnings are going to be very, 
much more moderate than they are now. They will more nearly 
approximate the earnings of 1916. During the war the Federal 
reserve bank rates were artificial; they were lower than the market 
rates in order to enable the Treasury to float large issues of securi- 
ties from time to time, but the normal functionmg of any central 
bank abroad or a reserve bank here is to have the discount rate 
higher than the market rate, so that there is no profit to a member 
bank rediscounting for the sake of rediscounting in order to reloan 
again. The reserve bank ought to have a higher rate than the 
market rate. 

Of course it is impossible to bring that about right away, because 
the effect now of raising the rate of the Federal reserve bank means 
a higher market rate, and it is impossible for us to get by. But 
sooner or later we hope to be able to do that, and whenever this is 
done the earnings of tne member banks will be very greatly reduced, 
because there will not be so much rediscounting. The income of 
the Federal reserve banks will be so much reduced because there 
won't be so much rediscounting, and as the Government obligations 
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axe retired or absorbed by investors they will not be used as col- 
lateral to such an extent as they are now and the whole borrowine 
scheme will be reduced and the country will get back to a moral 
lorical level of credit. 

Mr. Phelan. . Governor, it would not make much diflFerence what 
the provisions are, as long as the member banks get their 6 per 
cent dividends; but if there is any additional work put upon these 
banks, with expense entailed, it will make a difference. 

Mr. Harding. It might jeopardize the dividends and that would 
make considerable difference. 

Mr. Phelan. Then, it would be putting a burden upon member 
banks for which we pay them nothmg. 

Mr. Harding. It would be putting a burden upon a small class 
of the public which all of us ought to Dear. 

The CJhairman. Mr. Leffingwell. I suppose you .wish to leave befoie 
long ? 

STATEMENT OF MB. £. C. LEFFINGWELL, ASSISTANT SECBE- 
TABT OF THE TBEASUBT, IN CHABGE OF FISCAL BTJBEAUS. 

Mr. Lkffingwell. I do wish to leave before long, Mr. Chairman. 
I am in the position of some others here in regard to this biU, not 
having studied it imtil yesterday. Gov. Hamhn has explained how 
it came to be before the Appropriations Committee. The Governor 
and his committee were very careful at the time to disavow responsi- 
bility for the bill as a final measm-e. It was submitted really as a 
basis for discussion. Secretary Glass had never read it; I had not 
read it as then submitted, and Secretary Houston of course has not 
had time to study it. So the Treasury has not taken any position 
up to this moment as to that particular bill. 

In general I think the bill is open to the criticism which Gov. 
Hardily has made. I say that not particularly from the point of 
view of the Treasury, but from the point of view of the general 
problem you are considering. I can think of nothing more unfortu- 
nate than to adopt a measure here which would seem to make the 
Federal reserve banks part of tlie Treasury of the United States. 
The Federal reserve system was created, among other thin^, to make 
it possible to divorce the Treasury from banking. It has done a 
wonderful work. I am entirely in sympathv with Gov. Harding's 
feeling that the Federal reserve banks should remain private bamcs 
with Government representation, and subject as to tneir adminis- 
tration to the control of the Federal Reserve Board. In my opinion, 
the Federal reserve banks are responsible for some features of this 
bill which precisely defy that principle, and thev are responsible 
out of a natural desire to get paid for services remlered and get new 
powers. They are wrong about it. It is bad for the Federal reserve 
system that t ederal reserve banks should have the general franking 

Erivilege, that they should have, as they are asking — not in this bill, 
ut some of them are asking — power to condemn real estate. These 
banks are outside institutions with which the Treasury wishes to 
deal as such, and it wishes the Federal Reserve Board to supervise 
them and to be responsible for the ordering of their affairs. That is 
the way we have done busmess up to now. The Secretary of the 
Troasurj'- calls upon them to act as depositories and fiscal agents 
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and determines their duties as such, but looks to the Federal Reserve 
Board to supervise the banks in all matters of internal economy. 
They are the best friends we have; they have made the success of 
war finance possible. 

There are certain conveniences to be had and certain added power 
to be gained by assimilating the Federal reserve banks to Government 
institutions, but we must not lose sight of the main principle, and 
that is that it is soimd finance and sound banking to keep the Federal 
reserve banks private institutions with which the Government deals 
in a relation of confidence but at the same time a relation of inde- 
pendence. 

There are just about three things in this problem of abolishing the 
subtreasuries. One is the war-savings certificates. The sub- 
treasuries are handling those. I have given orders that that work 
be turned over to the Federal reserve banks, and that they handle 
that just as they handle Liberty loan issues. That is a fiscal agency 
function pxwe and simple, one which the central banks of Europe 
have always performed for their Governments, just as every borrower 
has to have a bank to handle its operations for it. That is an outside 
matter. 

Another thine is the redemption of currency. The Federal reserve 
banks are handling to-day, Mr. Hand tells me, about 70 per cent of 
the redemptions made. They are handling them without expense 
to us. 

Mr. Phelan. Redemptions of what ? 

Mr. Leffingwell. Of mifit currency; and the bill in that respect 
simply puts the expense of the operation on the United States. It 
is for Congress to say whether it wants to put the expense of the 
operation on the United States, but certainly it ought to be handled 
not as a fiscal agency operation but as a depositary bank operation. 
If the relationship between the United States and the Federal reserve 
banks ought to be amended so that the United States will pay the 
expense of the shipment of that currency back and forth, still that 
should be a depositary bank operation and that money should go 
into the general account of the Treasury of the United States. It 
should have nothing to do with fiscal agency at all. 

There is only one other thing, and tnat is the disposition of sub- 
sidiary and mmor coin. It is obvious that we can not turn over 
$20,000,000 or $30,000,000 of 50-cent pieces, quarters, and dimes to 
the Federal reserve banks and ask them to give us credit in the 
general account for that amoimt of money and pay out Federal 
reserve notes upon the Treasury's order. Subsidiary coin is a thing 
by itself, and tnat coin ought to be handled in a separate accoimt. 
A special account ought to be set up with the Treasury of the United 
States — whether it be called a fiscal agency accoimt or not is a sec- 
ondary matter — ^but that coin ought to be handled in a separate 
account and not go into the Treasurer's general account. 

I believe that you can cover those two remaining operations in 
very few words if you accept the general view which Gov. Harding 
has announced, and which Mr. Harrison has expressed, that we are 
not going to alter the fundamental relation between the Treasury 
and the Federal reserve banks, which is laid down in section 15 of 
the Federal reserve act and which works perfectly. Under that 
section we may use these banks as depositories and use them as 
fiscal agents. 
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Those few words cover the whole situation. That authority has 
served for three years during the stress of war. It will serve during 
the much simpler days of peace, if we don't complicate it by attemptr 
ing to be too specific about a lot of things. 

I think it is for Congress to say whether the Federal reserve banks 
ought to send in a bill for the expense of shipping currency back and 
forth. They ship too much already; we can't print it fast enough 
for them. The time may come, as Gov. Harding says, when Federal 
reserve banks ought not to bear that expense. Just at present the 
Government has been very liberal with Federal reserve banks. We 
turned back to them some $26,000,000 of their surplus by act of 
Oongress last year, and the Federal reserve banks are making a great 
deal of monejr, to a considerable extent as a result of the Gk)vem- 
ment's operations. My notion is that the less the Federal reserve 
banks are dependent upon appropriations by Congress for the success- 
ful conduct of their business as depositories, the better it is for the 
Federal reserve system. I think in so far as it is possible to make 
the operation of the Federal reserve banks autonomous, and to set 
off the benefits they derive from the business thev do for the Gov- 
ernment against the expense of the business they do for the Govern- 
ment, just as any bank does for any good customer, the better. 

The Government carries a big balance with the Federal reserve 
banks upon which it charges no interest. That is the only deposit 
account we have in this country on which we charge no interest, and 
I think it is debatable whether Federal reserve banks should change 
their existing policy and send in a bill to the Government for tne 
expenses of shipments of unfit currencv back and forth. 

feut that is not the main point. The main point in my mind is 
that as much as possible of tnis operation shoula be handled by the 
reserve banks in their capacity as depositories, and that all that the 
Treasury needs is authority to close down those subtreasuries and to 
meet the expense of doing the thing. 

That is strictly a Treasury problem. Here is a bill which teUs us 
what to do but does not give us the money necessary to do it. It will 
die on the statute books unless it carries an appropriation, and Mr. 
Huddleson, who is here and will go into the aetails of it with you, 
tells me it will cost some S300,000 to make the necessary transfers 
of funds and close these subtreasuries. 

Another thing I want to speak about is that the Treasury of the 
United States ought to have adequate vault space. I ask that what 
I say on this subject may be treated as in executive session and not 
be put into the record. 

The Chairman. Make it subject to the right to strike it out after- 
wards. 

Mr. Leffingwell. We haven^t adequate vault space. We are very 
anxious that we should have power to rebuild the old vault in thJe 
Treasury Building here in Washington. There is a great big vault 
there in which we had silver dollars and when we sold silver dollars 
we concentrated our deliveries on the contents of that vault. The 
result is that for the first time in years it is possible to rebuild the 
vault. The expense of moving the silver was borne by the British 
Government in connection with the sale of silver under the Pittman 
Act. There is a wonderful opportunity to do the thing now. Now 
is the time to do it and the fact that we are planning to abolish the 
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subtreasuries is the best reason why we should put the Treasury of 
the United States in a position to care adequately for its gold else- 
where. The abolition of the subtreasuries makes it necessary, to my 
mind, to give the Treasury of the United States a proper place to 
keep the gold and the silver, and this bill ought to carry an appro- 
priation for rebuilding the old vault. I am going to ask Gov. Hard- 
mg to speak on that point in just a minute. It is not right that the 
Treasury of the United States should have no proper place of its own 
to keep these great funds. 

The CiaAtRMAN. What about the mint in Philadelphia? 

Mr. Leffingwell. I don't remember the exact condition of the 
mint in Philadelphia, but we should not, of course, concentrate in 
any one place. These funds should be spread about. 

There is a question about these trust funds which the bill presents, 
though rather vaguely, whether the Treasury is to deposit them with 
the Federal reserve banks or not. You will recall that Secretary 
McAdoo was very positive a year or more ago that that ought not to 
be done; that those trust funds should be held in the custody of the 
Treasury or the mints or subtreasuries. I think that is undoubtedly 
correct as to the bulk of the funds, but that the Treasury ought to 
be free to carry a portion of them as a special deposit with the reserve 
banks as a measure of practical convenience and even necessity. 

Now, I think I have about covered the things I had in mind. I 
have a number of notes on the bill which I shall be glad to lay before 
you, Mr. Chairman. I want to ask you if you will let Gtov. Harding 
say just a word about this vault question ? 

Air. Stevenson. Mr. Chairman, may I ask Mr. LeflSngwell a ques- 
tion ? I have not been very familiar with this matter because I nave 
been sick. 

What is the difficulty with simply abolishing the subtreasuries and 
authorizing the Treasury Department to make necessary fiscal 
arrangements and incur such necessary expnense as it mi^ht have to, 
as a substitute for the use of the subtreasuries, and providing for the 
transfer of the employees of the subtreasury ? What is the necessity 
for all this complicated bill, when you can cover it with those three 
things? 

Mr. Leffingwell. I am inclined to think there is no such necessity. 

Mr. Stevenson. It seems to me that that is about all you want. 
We have twice since I have been in Congress put through on an appro- 
priation bill an authorizing clause just about to that effect. 

Mr. Leffingwell. My impression is that the appropriation bills 
heretofore have simplv abolished the subtreasuries out of hand and 
left the money lying there with no means to move it, and no interval 
to make the necessary arrangements in an orderly way. That is the 
kind of legislation the Treasury wants tp avoid. 

Mr. Stevenson. You have merely had blanket authority to pro- 
vide for the performance of the duties heretofore performed. 

Mr. Leffingwell. It seems to me that the Secretary of the Treas- 
ury and Gov. Harding and the Federal Keserve Board, imder the 
powers contained in section 15 of the Federal reserve act, would be 
able to conclude an arrangement entirely satisfactory to everybody 
concerned if the Congress were simply to make an appropriation 
adeauato to enable the Secretary of the Treasury to meet tne expenses 
of tne original transfer of fimds and to put in a proper vaidt in 
Washington. 
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Mr. Phelan. Mr. Lefl5ngwell, what is there in the bill that would 

Sennit — or in the law — that would permit these trust funds to be 
eposited with Federal reserve banks ? 

Mr. Leffingwell. That is the question I referred to. 

The Chaibman. The bill only provides for making trust fund 
deposits. 

Mr. Leffingwell. I understand that one section of the bill was 
intended to authorize the Secretary of the Treasury to put these 
trust funds into Federal reserve banks. Of course if he were not to 
do so, he would have to carry them in the mints and assay offices. 

Mr. Phelan. He could put tluan in as deposits. 

Mr. Leffingwell. As iunderstand it, section 7 of this bill, page 4, 
is intended to authorize the Secretary of the Treasury to deposit the 
trust fimdis, referred to in section 2 on page 2, with the Federal 
reserve banks under certain conditions and limitations. It requires 
them to segregate those funds. 

Mr. Phelan. Mr. Leffingwell, what was the purpose in making'any 
provision that these trust funds could be deposited with the Federal 
reserve banks ? 

Mr. Leffingwell. I think the purpose was this : It may as a 
practical matter be impossible to transact the business at the mints 
and assay offices. If gold is being shipped out of the country and 
we have gold certificates presented, we must have the gold somewhere 
in reach, either at the Federal reserve banks or at some United 
States Government agency. I have no doubt that the committee 
appointed by Secretary Glass has concluded that it would not be 
practicable or convenient to abolish the subtreaauries without making 
it possible for the Secretary of the Treasury to carry special deposits 
of gold in Federal reserve banks. 

liie Chairman. Suppose the subtreasury in New York was turned 
over to the Federal reserve banks for the time being; in order to 
keep the gold there for a time, wouldn't the Secretary oi the Treasury 
have to have authority to make a special deposit? 

Mr. Leffingwell. I am not prepared to say that he has the 
power to do that imder existing law. 

Mr. Phelan. Could any provision be worked out along that line, 
that the trust funds be kept in the places provided for in section 2, 
Mid a further provision made that these Federal reserve banks pay 
out whatever demands are made upon them for the trust funds, 
Mid immediately get credit with the Treasury Department in that 
fund for sufficient gold to cover it? Because the Federal reserve 
banks are obliged to keep 40 per cent in reserve against their out- 
standing notes, and 35 per cent against deposits, presuming that they 
always nave gold. The only question involved there would be the 
shipment of gold as soon as might be from one of these points to the 
Federal reserve bank paying out. 

Mr. Leffingwell. I reaUy think if you consider these general 
questions from the point of view of enacting no more legislation than 
the situation clearly requires, rather following the line that Gov. 
Harding first suggested, and which I followed, many of these ques- 
tions will disappear. What we need is authority to close the sub- 
treasuries, ana an appropriation to meet the expense of moving the 
funds, and I question very much whether you need to go into all 
this detail. We have power to use the Federal reserve banks as 
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fiscal agents and depositaries; Grov. Harding and the Federal Reserve 
Board will continue to supervise the banks. 

Mr. Harding. As far as the Federal reserve banks are concerned, 
there is nothing in the law, no reason that I can see, why they can 
not make an agreement with the Treasury to handle the accoimt in 
such a way as 9ie Treasury wants it handled, just as any large mem- 
ber bank would receive an accoimt from a corporation. Now a cor- 
poration might require half a dozen signatures on a check. That is 
all a matter of memorandmn. They have a signature card in tiiere. 
The corporation might want to provide for the custody of certain 
securities; the corporation might want to have a bank having trustee 
powers to act as trustee for bond issues and it might sometimes reauire 
that segregation of funds, although that is imusual, but there is nothing 
to prevent a bank from doing Si that for his own customer; at the 
same time the United States doesn't exercise any control over the 
bank or assmne any responsibility for the management of the bank, 
but has merely a contract agreement as to how uie bank will handle 
particular fimds and particular business intrusted to it by the cus- 
tomer. It is the same way with the Treasury and the Federal re- 
serve banks. If the Secretary of the Treasury hasn't got certain 
authority that he ought to have to carry out these things, then it is 
lip to Congress to give him authority; if ne has already got authority, 
then the matter is comparatively simple, as has been suggested by 
CongnBssman Stevenson. 

]!i&. Leffingwell. I would like to add to what Gov. Harding has 
said, Mr. Chairman, that that is the way we have been doing busmess. 
The Treasury has not imdertaken to audit the Federal reserve banks, 
even in their fiscal agency operations. The examiners of the board 
report to the board, flie Treasiu'v holds the board responsible for the 
performance of their duties by the Federal reserve banks. I believe 
it is a sound principle and really I am inclined to the opinion that you 
can write a short act, relying on the general power of the Secretary 
of the IVeasury to use these Banks as fiscal agents and depositaries — 
you can write a short act which authorizes me closing of these sub- 
treasuries, take care of their employees and empower the Secretair 
to p^ the biUs incident to the closing operation. I should like to ask 
Mr. Harrison, counsel for the Federal Reserve Board, how he feel 
about that offhand. 

Mr. Harbison. Offhand that was the impression I tried to conyev 
in the first instance. There may be certain questions of detail which 
will need specific legislation — that is, where the Secretary of the 
Treasury will need express authority, for instance, if Congress should 
decide it advisable to permit the Secretary of the Treasury to place 
special trust fimds in Federal reserve banks. Offhand I think the 
Federal reserve banks have the authority to hold special trust funds, 
but as I remember the bank act I think there is considerable doubt 
as to whether the Secretary of the Treasury, imder the present law, 
could make such special deposits with the reserve banks, because 
the 5 por cent redemption fimd is now required to be retained in the 
Treasury Department or the subtreasury. But on that I am not 
prepared to make any definite statement. The general principle is 
hat the Federal reserve banks already have the power generally to 
act as fiscal agents, and the only law that is needed to change the 
present situation is the enactment of some provision specifically 
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authorizing the Secretary of the Treasury to abolish the present sub« 
treasuries, and giving him such authority as he may need, as Secre- 
tary LeflSngweir suggests, to transfer funds to any other qualified 
depositary or fiscal agent. 

Mr. Phelan. If there is any authority in the law now to permit 
Federal reserve banl^ to hold trust funds of the Government, is 
there anything in the law which prevents them from counting those 
trust funds as part of their reserve ? 

Mr. Hamlin. Yes, the section provides that it shall not be coimted 
as assets of 4;he bank. 

Mr. Phelan. In this bill. I am talking about the present law. 

Mr. Harbison. It would not be in the nature of a deposit at all, 
but purely the relation of bailor and bailee, and fimds held by the 
Federal reserve bank in that capacity would not count as reserve. 
If, however, there is any question about it, it would be one of the 
matters of detail to be covered in the act. 

Mr. Phelan. If it is permissible imder present law, there is cer- 
tainlv very serious question whether the relation is that of bailor 
Mid bailee, is there not ? Now it may be that the Sel^retary of the 
Treasury has no authority imder the law to make these deposits. 
You said that the Federal reserve banks probably had the power to 
take them. 

Mr. Harbison. I think that is true — as an authority implied in the 
right to act as fiscal agents. If one of the means of exercising the 
power to act as fiscal agents is to take special deposits of ear-marked 
gold, I think the Federal reserve bants could do so, and I do not 
think there is any proper construction of the law that would justify 
counting ear-marked gold as reserve. 

Mr. Leffingwell. They can not count anything that they hold as 
fiscal agents of the United States as their property in any sense what- 
ever. If there is power to carry those trust fimds in the reserve 
banks that power would be strictly limited to carrying it with them 
as fiscal agents of the United States, and in that case it would not 
become an asset of the Federal reserve bank in any sense whatever. 
So I think there exists no such danger as you fear. 

Mr. Hardino. I will say, Mr. Chairman, that the Federal reserve 
banks have already for some vears past been earmarking gold for 
foreign countries and have had gold earmarked in foreign banks for 
them, andfthey certainly have earmarked gold for foreign countries. 
We could do it for bur own Government, providing the Secretary of 
the Treasury had authority to order it done. 

Mr. Phelan. Has that been done by the Treasury Department ? 

Mr. Leffingwell. No. 

The Chairman. That is where authority is needed. 

Mr. Leffingwell. I am not prepared to say whether it is needed 
or not, but the Treasurv never has done it. The Treasury has al- 
ways, as a matter of policy, held the trust funds in the oflBce of the 
Treasurer and the Assistant Treasurers. 

The Chairman. Unless there is some objection to that as a matter 
of policy, there ought to be specific authoritv in the bill. 

Mr. Leffingwell. Subject to the conclusion of counsel as to 
whether the authority already exists. 

The Chairman. Yes. 
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Mr. Stevenson. If the relation, if they were received as special 
deposits, between the Government and the bank would be merely 
the relation of bailor and bailee, as stated by Mr. Harrison awhile 
ago, then what is the liabiUty of the bank ? Merely to take care of 
that fimd or to be responsible for it if it is stolen without th^ negli- 
gence or anything of that kind. Now, the bailor and bailee is a 
very much less rigid rule of Uabihty than that of depositor and de- 
positee. If you are going to legislate on thai subject you had better 
make it pretty clear whether they are going to be responsible as for 
a deposit or as for a bailment. 

Mr. Hamlin. May I suggest, Mr. Chairman, I think Mr. Curtis, 
who is general counsel for the New York bank, can enhghten thc^ 
committee on that question of hability. He has written several very 
good letters to me about it. 
The Chairman. Do you want to make a statement on that now ? 
Mr. Curtis. Well, if you like, Mr. Chairman, or later on, whichever 
you prefer. 

Mr. Phelan. I want to ask one more question of Mr. LefRngwelL 
If we don't include section 7 or something Uke it, do you think there 
ought to be some provision made for carrying these trust funds in 
vaults in some interior point in the country i Dfenver is listed here^ 
but the other three points are on the coast. 

Mr. Lbffingwell. My suggestion is that you fix up the vault here 
in Washington. That is one practical thing to do. We have plenty 
of space now, because we have the vault where we stored the silver 
doUars. 

Mr. Phelan. The question was once raised as to whether we ought 
to carry aU these trust funds near our seacoast in case of war; whether 
there ought not to be some interior points where some of the funds 
were kept. It was with that in mind that I asked the question. 

Mr. Leffingwell. I was thinking of Washington as a quasi 
interior point. It is not feasible to concentrate our gold; it would 
not be wise, but we must have some seaboard points. The expense 
of moving back and forth is very considerable. My own impression 
would be that if we had San Francisco, Denver, Washington, New 
York and Philadelphia, that would be sufficient, especially if we had 
space enough somewhere to move coin to in case any one particular • 
point appeared to be apoint of danger. That is one reason why I am 
so earnest about this Washington vault. It seems to me we ought to 
have some extra space. I look to see the vault capacity of the country 
strained to its utmost in the course of years, because I think that, 
when Europe gets on its feet again, gold may begin to flow in here 
more rapidly than it goes out. At any rate we ought to be prepared 
to do our banking business on a soimd, safe basis. 

If you are impressed by what Gov. Harding has said about this 
matter, my practical suggestion would be that you hear what these 
gentlemen have to say, and possibly let the Secretary of the Treasury 
and the board confer with you or a conunittee of your committee 
with a view to getting into shape a brief bill which wiU take care of 
these problems. I think three or four of us could sit down in a room 
in an afternoon and reach a conclusion as to what would be a best 
thing to do. Personailv, I am glad to hold myself at your disposal. 
I thmk you ought to hear what the gentlemen who represent the 
166211—20 2 
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Federal Reserve Bank of New York have to say, and that they will 
be able to give you a good deal of practical suggestion, but the real 
question is the one that Gov. Harding outlines: Are you going to 
keep these banks at arm^s length or are you going to try to assimilate 
them to the old independent treasury system ? I thmk you are in 
great danger when you pass a bill that goes into so much detail in 
declaring what the Federal reserve banks shall do. The Government 
of the United States is undertaking to declare here in detail what the 
Federal reserve banks shall do, and thus violating the principle that 
was in view in creating the Federal Reserve System. I don't like to 
see Congress directing the Federal reserve banks. 

The Chairman. Mr. Jay, we will be glad to hear from you. 

STATEMENT OF HON. PIEBBE JAT, CHAIBMAN FEDEBAL 
EESEBVE BANK, NEW YOBK CITY. 

Mr. Jay. Mr. Chairman, at your request I came over here with 
Mr. Curtis, our counsel, and Mr. Higgins, who is our comptroller of 
cash and custodies, and who, should the work of the subtreasury in 
New York be transferred to the Federal reserve bank, would nave 
charge of the operations of a good deal of its present work, merely 
with the idea of answering any questions that you might have to 
ask us in regard to the working out of this plan and not with any 
idea of urginff that the transfer be made. I feel thoroughly in 
sympathy witn the general idea expressed by Mr. Harding and Mr. 
LeflSngwell, of the maintenance of existing relations between the 
Treasury and the banks. The Federal reserve banks have always 
expressed tlie view that they should not be considered gov- 
ernmental bodies, and during the war many close relations be- 
tween the Federal reserv^e banks and the Treasury have all been 
worked out under two lines of the act which give the Treasury the 
right to use them as depositaries and as fiscal agents. We have made 
agreements with the Treasury for the various functions which we 
have been required to perform. Some of these functions have been 
done by us as depositary and others as fiscal agent. They have all 
worked out very well. For some of them we have been reimbursed, 
and for others not. I haven't any very specific ideas as to the possi- 
bility of boiling this bill down into smaller volume, but very likely it 
might be done. 

The Chairman. Do you think there is anything in Mr. LeflGmg- 
well's suggestion that with a bill of so much detail there is some 
danger of mixing up the independence of the Federal reserve banks 
with the Treasury ? 

Mr. Jay. I think the less detail we have, the better. I have not 
considered that point of view, because it has not been suggested to 
us before. But it occurred to me that we have done far more work 
for the Government during the war in relation to Uberty bonds, 
certificates of indebtedness, and many other things than we would 
do under this bill, and all under an authority which takes about two 
lines in the law. 

Mr. Phelan. Did you receive any compensation of any kind for 
that service ? 

Mr. Jay. No compensation other than reimbursement for a portion 
of it. 
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Mr. Phelan. For a portion? 

Mr. Jay. Yes, we have never been reimbursed for the work we 
did as depositary. We have been reimbursed for the work we did 
as fiscal agent; isn't that correct, Mr. Curtis? 
Mr. CuBTis. Not all; almost all. 

Mr. Phelan. That hasn't amoimted to anything, because when 
you get down to the essence of the thing, the member banks have 
received 6 per cent, and what was earned above that goes either 
into the reserve or back to the Government, so it hasn't been a 
question of any importance. 
Mr. Jay. No, but it might be in the future. 

Mr. Phelan. If the banks earn less than 6 per cent, then it would 
be a matter of importance. 
Mr. Jay. Yes, sir. 

Mr. Phelan. And there is no provision that the dividends — ^yes, 
there is a provision that they shall be cumulative. 

Mr. Jay. But I assume that inasmuch as we are doing part of 
the work as fiscal agent, and part of the work as depositary, there 
is no reason why the Treasury, if it saw fit, and we were able to make 
a bargain with them, should not reimburse us for some of the ex- 
penses we incurred as depositary, is there, Mr. Curtis? 
Mr. Curtis. No reason at all. 

Mr. Jay. If they are able under the present law without any 
authority to reimburse us, I don't see why they should not continue 
to do so. 

Mr. Phelan. But then it depends upon when you are reimbursed. 
If you are reimbursed when the banks are paying 6 per cent it means 
nothing; if they waited until the banks were not making 6 per cent, 
it makes a general reimbursement every month. It is not a question 
of any importance now. 

The Chairman. You don't think, then that any such clause as the 
one at the end of section 9 is necessary, "The performance of all such 
duties and functions by the Federal reserve banks and their branches 
shall be as fiscal agents of the United States" ? 

Mr. Jay. That was put in there with the idea, as I understood it, 
of protecting the banks against certain liabilities. 
'The Chairman. It is in here in two places, I think. 
Mr. Phelan. What position is tJiat ? 

The Chairman. At tne end of section 9, page 4: ''The performance 
of all such duties and functions by the Federal reserve banks and 
their branches shall be as fiscal agents of the United States." 

Mr. Jay. That blanket provision applies to everything. Then 
there are one or two others where specific things are mentioned, are 
there not, and I assume that some of these functions in here would be 
performed as depositaries ? 

The Chairman. It would seem to me that if the Federal reserve 
banks are already taking care of 70 per cent of the redemptions that 
not more than 30 per cent of redemptions would need to be consid- 
ered for compensation. How about that ? 

Mr. Jay. That would be hard to put in the law. I suppose that 
ipvould be a matter of argument with the Treasury Department. 

The Chairman. I mean that the word ''hereafter" could be put in, 
or the word ''additional" — "performance of all such additional duties 
and functions." ^* 
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Mr. Jay. Some of the things we do as fiscal agents now I believe 
we have not been able to get the Government to compensate us for. 
One of them is the payment of Government coupons. 

The Chairman. I think there is no question that the redemption of 
minor coin and subsidiary coin should -be compensated for. 

Mr. Phelan. Let me ask Mr. Curtis this question, relative to the 
phrase ''fiscal agents.'' Suppose the Qfovei^nment makes a deposit 
of money which is now kept in the form of a deposit with the sub- 
treasuries; if all the transactions are to be dealt with on the basis 
of fiscal agents, can you count anything you get in the way of a de- 
posit as a reserve ? 

Mr. Jay. Nothing that we get as fiscal agents. 

Mr. Phelan. Then, if you get everytJiing as fiscal agents is that 
likely to involve this question: That what you get as deposits of funds 
previously held by suotreasuries can not be counted as part of jour 
reser\^e? 

Mr. Jay. That would seem to me to follow. I am not familiar 
with the history of this clause that everything should be done as fiscal 
agents. Mr. (Jurtis has discussed quite at length, and I should like 
to fsk him if he would speak of it. 

The Chairman. We would be glad to hear you on that point, and 
one thing we want to bring out is the question of whether tne Federal 
reserve bank — ^whether this bill fully provides for such compensation 
as the Federal reserve banks should have for additional duties. 

STATEMENT OF ME. J. F. CTJETIS, COUNSEL FOE THE FEDEBAL 
EESEEVE BANK, NEW TOEK GITT. 

Mr. Curtis. Mr. Chairman, while I agree with the essence of what 
Gov. Harding and Mr. Leffingwell have said, I do not draw all the 
conclusions that they draw from it. It does not seem to me that 
this bill in essence violates the principle that has been established. 
There are some details here that possibly might well be omitted, but 
there is nothing in the bill that takes away from the Federal Reserve 
Board the right and duty of supervising all the functions and activi- 
ties of the Federal reserve banks. 

The Chairman. We would like to hear you on the question of 
whether their operations with the Treasury can be carried out imder 
such rules and regnlations as the Treasury may establish, supervised 
by the Federal Reserve Board. 

Mr. CuRTjs. As may be established. Of course, they are not given 
power under this bill to interfere in any way with the rules that the 
Secretary of the Treasury may prescrioe, but they still retain their 
power to see that the Federal reserve banks carry on the functions 
in accordance with law and regulations that are in existence. Possi- 
bly that might be put into the bill in order to make it clear, but it 
doesn't seem to me to be necessary. 

Coming down to this question of fiscal agency provisions, I feel 
that it is wise to have substantialUy all the fimctions to be transferred 
here done in their fiscal agent capacity. I don't see any difficulty 
at all about arranging their fimds which are taken over as fiscal agent 
shall be kept in one character of account, and at the discretion of 
the Secretary of the Treasury transferred into the deposit account, 
into the general fund, if he so chooses and has authority to make 
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their transfer. I think probc^ly I was responsUde for the suggestion 
of that 3enttence. I believe that we should make it clear that these 
functions are being performed by the banks as fiscal agents and not 
in their depositary capacity. In so far as Mr. Leffingwell disa^eed 
with that view, I am not in accord with him. He thought possibly 
that it should be done as depositary, and I think there should be a 
phrase added concerning the liability — some member has brought it 
up — of the banks m fiscal agents, and I have drafted an amencnnent 
on that. 

The Chairbian. Isn^t there something in the bill about liability? 

Mr. Curtis. No. sir; there isn't a word on the question of liability 
they assume, and I have drafted this suggestion which I would like 
to suggest to the conunittee: 

Add at the end of section 9 after semicolon, ''and in the absence of negligence upon 
the part of such banks, or branches, or oflScers, or agents, or employees thereof, they 
shall not be liable for any losses that may be incurr^ by them in the performance of 
their duties or functions as that fiscal agent." 

It seems to me it should be made plain that the banks will be liable 
for their own negligence and will not be liable in the absence of negli- 
gence. 

Mr. Stevenson. Isn't that the law now? Isn't that exactly the 
position, that if you act merely as fiscal agents and also to hold special 
deposits and therrfore act as bailee, that if there is not negligence the 
law is universal that they are not liable for a loss; but if they are 
negligent, they are liable ? Now, why raise any question with that 
by writing it into the bill, if that is your idea ? My idea in raising 
that question was that we ought to put something in there that they 
. shoula be liable as depositories, because just the mere absence <h 
negligence will discharge tiiem as the law stands now in every State 
of the Union that I know of. 
Mr. Jay. As fiscal agents ? 
Mr. Stevenson. As fiscal agents. 

Mr. Curtis. I wish I were positive on the law as you are, sir. 
Mr. Stevenson. WeU, I don't profess to know all the law, but I 
have tried a great many cases of that kind, and that has been my 
experience in every jurisdiction I have investigated it in, that a 
special deposit — the relation of bailor and bailee — ^whenever it arises 
and the bailee is not negligent and funds are lost or impaired, the 
bailee is not responsible if he has used ordinary care, ordinary dili- 
gence. 

Mr. Cubtis. Well, sir, are you familiar with this fact, which requires 
great consideration, and that is that the Treasury Department has, 
ever since its foimdation, I believe, considered itself above the law in 
this regard; that, for instance, to-day you may send in a check 
through a Federal reserve bank drawn on the Treasurer of the United 
States, Mid have it remain in the Treasurer's OflSce 20 years, and then 
be sent back as not good, as a foigery, and you will be required by 
the Treasury to refimd the amount of that check, no matter how 
many years after ? Now, that is only one illustration of the fact that 
the Treasury in its relations does not recognize the general law of 
liability. 

Mr. Stevenson. In other words, the Treasury, as part of the Gov- 
ernment, then assumes to act differently from the ordinary commer- 
cial man. 
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Mr. Curtis. Exactly; and I am afraid that they would act diiffer- 
ently toward the Federal reserve bank, and that is why I want it in 
this bill, that the banks shall be liable for their negligence and not 
liable in the absence of it. 

Mr. Brand. You don't say it shall be liable in any case there. 
You only provide where they are not liable, in the absence of negli- 
gence. 

Mr. Curtis. That is perfectly true; but I think any court would 
say that when there was negligence they would be liable. Tbey 
would be in common law, anyway. 

Mr. Brand. If that is the case, there is no use to putting that in a^ 
all, if they are liable for negligence. 

Mr. Curtis. Because this make3 the negative. 

Mr. Phelan. That could easily be overcome by saying they were 
liable when negligent. 

Mr. Stevenson. To bring it down to a concrete instance, suppose 
you deposited with them $1,000,000 in gold, and by incompetence 
they left it exposed so that it was stolen — ^they neglected to properly 
lock the vault — some employee of the bank neglects to put the time 
lock on, or something of that kind, and it is stolen; now evidently, 
under the general law, the bank would be responsible, notwithstand- 
ing the fact that it is the mere bailee, because it did not take the 
ordinary care to take care of it. Suppose, on the other hand, that 
there was an insurrection and they blew up the thin^, and took 
$1,000,000, though the bank did all it could to protect its funds; it 
wouldn't be hable then, would it ? 

Mr. Curtis. I would like to have it plain in the bill. It would not 
be liable if the principals were you and me, but I am not clear when 
the principal is the Treasury Department. 

Mr. Stevenson. There may be something in your position about 
that. The general principle is it would not be. 

Mr. Jay. You say that as an ex-official of the Treasury ?^ 

Mr. Curtis. Yes, sir. 

Mr. Phelan. Now, Mr. Curtis, there has been some talk about these 
special deposits. Do you think that a Federal reserve bank is 
ooliged under the law to carry a reserve aginst special deposits ? 

AC. Curtis. No, sir; not any. 

Mr. Phelan. And the Government could deposit with the Federal 
reserve bank Federal reserve notes amounting to $1,000,000 

Mr. Curtis (interposing). In a special deposit. 

Mr. Phelan. In a special deposit, and the Federal reserve bank 
would not be obliged to keep any reserve against that ? 

Mr. Jay. No. 

Mr. Curtis. Well, I think — it depends on the character of the 
deposits. 

Mr. Phelan. My point is that the Federal reserve act sajrs that 
they have to keep 35 per cent reserve against deposits. 

Mr. Curtis. We hold those deposits as agents of the Treasury 
Department, and if there is outstanding circulation we have to keep 
a reserve against them. 

Mr. Phelan. So you do keep a reserve against special deposits t 

Mr. Jay. No; a special deposit is kept intact. It is its own 100 per 
cent reserve. 

Mr. Phelan. Well, suppose you have $1 ,000,000 of Federal reserve 
notes; Federal reserve notes can't be used as reserve. 
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Mr. Jay. No; but no question of reserve arises when a special 
deposit is made, because that special depnosit is held intact. You 
deposit it with us and we hold that particular deposit right there 
just as it is, and we give it back to you just as it is. It never changes 
its character. 

Mr. Phelan. Then when the Federal reserve act says that a 
certain reserve has to be kept against deposits that would be inter- 
preted, according to your statement, that that does not apply to 
special deposits ? 

Mr. Jay. No, sir. 

Mr. Phelan. I wonder if there is any authority of law for that. 

Mr. Jay. I think there must be. 

The Chairman. There may be a question there, because you might 
have to give back the special deposit intact, and also have a reserve 
besides. That is, it might count, as the law stands, in the general 
reserve fimd. 

Mr. Curtis. No; I don't think so. 

Mr. Phelan. Well, Mr. Jay, let me call to your mind — ^you say 
you have been doing it; we made provision in the law as to the 
deposit of Government funds in Federal reserve banks, in which 
we let down the reserve requirements, yo u will recollect. I don't 
know when we did it, but it was done. Wasn't there some provision 
in the law about that ? 

Mr. Jay. You decreased the reserves of member banks. 

Mr. Stevenson. And required them to carry them with Federal 
reserve banks. 

Mr. Jay. Yes, sir; but as I imderstand it we receive special deposits 
as an incident of our banking business, don't we, Mr. Curtis, not 
because the power is specifically given us in the law to receive special 
deposits ? 

Mr. Phelan. Then when you make your statement, you show 
deposits of various kinds? 

Mr. Jay. Yes, sir. 

Mr. Phelan. Individual deposits, etc. ? 

Mr. Jay. Yes, sir. 

Mr. Phelan. And when you reckon your reserve and make the 
statement to the public as to your reserve, you include, in writing up 
your percentages— you exclude aU special deposits ? 

Mr. Jay. Yes; we don't show those in our statement at all. 

Mr. Phelan. They are not shown in any statement? 

Mr. Jay. No, sir. 

Mr. Stevenson. Neither as assets or liabilities ? 

Mr. Jay. No, sir; they are simply held there as special deposits. 

Mr. Stevenson. Just as if they were a box of diamonds in your 
hands and put them in the safe, and you don't have any record of 
them in your report ? 

Mr. Jay. They don't come in at all. 

The Chairman. Mr. Jay, the New York Federal Reserve bank being 
located near the largest subtreasury, will naturally do the largest 
part of the business 2 the subtreasuries are abolished. 

Mr. Jay. I suppose the business in the New York subtreassury is 
lareer than any other one. That naturally would be turned over to us. 

The Chairman. Now will the Federal reserve bank in New York 
receive any particular benefit from extra deposits by the abolition of 



Digitized by 



Google 



24 ABOLITION OF THE SUBTKBASUBIES. 

the subtreasiiries ? Of course, now the Government is borrowing 
money and is paying interest on the money now in the subtreasuries 
for working capital, practically, so that none of that money will 
come into Federal reserve banks for any length of time, but in normal 
times wouldn't a considerable amount of money come in from which 
the Federal reserve banks would benefit ? 

Mr. Jay. I should say that in normal times the money that was 
kept in the subtreasuries was not such as was available for use in our 
business. Am I correct, Mr. Higgins, in thinking that it is largely tie 
currency in the course of redemption and that they have to keep a 
stock on hand of minor and subsidiary coins to make exchanges? 

Mr. Higgins. I think so, and I think that most of that would be 
money that would be included in the fiscal agency function; that it 
would not come in our assets or resources; would not affect otir 
general cash position at all. 

Now the New York City banks, instead of putting their out-of- 
town checks in the Federal reserve bank, send them to their out-of- 
town correspondent; on the other hand the out-of-town correspond- 
ent who gets checks on New York puts them through their Federal 
reserve bank, so we are always a creditor at the clearing house. The 
checks just go around in a circle. 

The Chairman. Before the war, however, there was often a big 
surplus of Government money on hand which was largely in the sub- 
treasuries. 

Mr. Jay. At times. 

The Chairman. And with the sub treasury abolished, that money 
would come into the Federal reesrve bank, wouldn't it, unless it was 
placed in national banks ? 

Mr. Jay. I think so. 

Mr. Higgins. But wouldn't that come under the redemption 
exchange, the fiscal agency function ? 

The Chairman. I think not. I think it would be surplus money 
collected from customs, internal revenue, or anything else, accumu- 
lating in the subtreasury perhaps. 

Mr. Jay. I think part of that, Mr. Higgins, would be received by 
us in our depositary functions, credited to the treasury's general 
account. 

The Chairman. I think Mr. Hand could tell us something about 
that work. 

Mr. Hand. The fimds not kept in the subtreasuries for the use of 
making current daily disbursements would automatically be trans- 
ferred to the Federal reserve banks, but it would not necessarily in- 
crease the amount of deposits in the Federal Reserve banks, except 
Inaybe for a few days, We would let it stay there until it was used 
up, and we would simply withdraw that much less from time to 
time from fimds on deposit with special depositories to meet the 
current needs of the Government for expenditxwes. It would not be 
any particular benefit to the Federal Reserve bank more than a few 
da^. 

The Chairman. Of course, at the present time the Government 
is borrowing money and is behind all the time, but suppose the normal 
times were restored, doesn't a surplus accumulate in the subtreas- 
uries ? 
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Mr. Hand. I see your point, It would depend upon the policy 
of the Government then as to whether it* would maintain those 
deposits now kept in the subtreasuries, in the Federal reserve banks, 
^r else put them out on deposit with the national banks. 

Mr! Jay. That is just the same old question that always did arise. 
Mr. Hand. Of course it would be better to have them in the Federal 
reserve banks than in the subtreasuries, because in the Federal 
reserve bank they are the basis of credit; in the subtreasuries they 
are doing no one any good so far as an excess over current needs is 
kept therein. 

Mr. MoFadden. Is it the custom now of Federal reserve banks to 
accept special deposits ? 
Mr. Jay. Only for foreign Governments and foreign banks. 
Mr. McFadden. And that is held as a special fund and it is not 
printed in the report ? 
Mr. Jay. It does not appear in our report. 
Mr. Phelan. And that is segr^ated ? 
Mr. Jay. It is segregated, yes. 

Mr. Phelan. And you take the exact funds deposited and keep 
them separate ? 
Mr. Jay. Yes, sir. 

Mr. Phelan. And when ordered to pay out, you pay out of that* 
segregated fund ? 
Mr. Jay. Yes. 

Mr. McFadden. Is there any security given those foreign Govern- 
ments ? 

Mr. Jay. It has nearly always been gold, and we hold the actual 
gold for them. They trust us to keep it safely. 

Mr. McFadden. Does the law permit you to receive a trust fund 
from an individual or corporation in the United States ? 
Mr. Jay. No, sir. 

Mr. McFadden. So that your special funds, then, are confined to 
•deposits of foreign Governments ? 

Mr. Jay. Deposits of foreign Governments and foreign banks with 
whom we have agency relations. The law permits us to establish 
agencies am^ong the foreign banks. 

Mr. McFadden. Is that quite some item? 

Mr. Jay. It has been considerable of an item, but I think at the 
present time it is very small, is it not, Mr. Higgins ? 
Mr. HiGQiNS. It is under $10,000,000 now. 
Mr. McFadden. How high did it run during the war ? 
Mr. Higgins. I think it got up to $80,000,000 at one time. 
Mr. McFadden. Now just one other question in that connection ; 
is it necessary to hold that in a trust fund because of the demand of 
foreign Governments ? 

Mr. Jay. They want to have it held in that way, ear-marked for 
them. They wanted us to hold the gold ear-marked in order that they 
might issue currency against it in their country, and also save the 
shipping cost and risk for the time being; but the reason they wanted 
it ear-marked particularly was so that they might know that that gold 
was there, and was theirs, and that they were not merely one of the 
creditors of the Federal reserve bank. They had that specific gold 
to issue currency against. ^~ 
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Mr. McFadden. Not because of lack of confidence that they might 
have in the Federal reserve system ? 

Mr. Jay. No; ju^t a natiu*d precaution. We have gold ear-marked 
in the Bank of England; some of that which we received from Ger- 
many. 

Mr. Stevenson. Do you get any compensation for assuming that 
responsibility at all? 

Mr. Jay. Generally not. In one case we did get a small compen- 
sation. 

Mr. Phelan. Now if all the Government deposits which will be 
transferred imder this bill proposed are held as special deposits, you 
won't get the benefit that you get ordinarily from deposits in the 
transaction of yoiu* business. It won't in any way increase the 
amoimt of credits ? 

Mr. Jay. No. 

Mr. Stevenson. Which the banks mav give ? 

Mr. Jay. It will be just exactly as if they were held in the subtreas- 
uries, if they are held as special funds. But I think that a good part 
of them, don't you, Mr. Hand — ^would come in as credits to the Treas- 
ury's general account — 

"Mr. Hand. Yes. 

Mr. Jay. And therefore would go into that accoimt. 

Mr. Phelan. In which case you would have to hold a reserve 
against it ? 

Mr. Jay. We would have to withhold a reserve against it; yes. 

Mr. Phelan. And in which case you could use those funds, if made 
up of the proper kind of money, as reserve. 

Mr. Hand. As part of the reserve; yes, sir. 

Mr. Phelan. And hence if there was a sufficient amount of them it 
would increase your power to grant credit ? 

Mr. Jay. Yes, sir. 

The Chairman. There is one question I want to ask vou, Mr. Jay, 
and that is in regard to the item here about rent of suotreasuries m 
case they are turned over to the Federal reserve banks, temporarily 
or permanently. Of coiu^e, the historic old building in New York 
ought to be preserved. 

Mr. Jay. Yes. 

The Chairman. Now, if you were given the use of that building 
rent free, wouldn't that be a pretty large item of compensation ? 

Mr. Jay. We could use it for certain functions. It nas quite large 
vaults in the basement. 

The Chairman. Are they good modem vaults ? 

Mr. Jay. Some of them are, are they not, Mr. Higgins ? 

Mr. HiGGiNs. There is not very much that is modern. They are 
using the corridors for their golcf bullion. There is niearly a billion 
dollars of it stored right in the corridors in the basement. But there 
are some good vaults there. 

The C^iRMAN. Well, if the subtreasury were abolished within a 
comparatively short time, it would be absolutely necessary to turn 
the Duilding over to the Federal reserve bank, would it not ? 

Mr. Jay. It would be essential. We could not possibly have our 
own building ready for two or three years. There is nowhere else 
that we could handle the coin business very satisfactorily, and I 
should hope that we could maintain the building largely as a coin 
department over there and keej i' in use in that way. 
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The Chairman. Wouldn't it be necessary to have in this bill then, 
some authority for the Secretary of the Treasmy to make special 
deposits in order to take care of what is there, supposing that authority 
does not already exist? 

Mr. Jay. If it does not exist anj where, I think it would be a very 
desirable thing to have it, would it not, Mr. Curtis ? 

Mr. Curtis. Yes. I rather thought that section 7 was a valuable 
section to have in. My own impression was that I would include 
silver there; authorize the Secretary to make special deposits of 
gold coin, gold bullion, silver coin, and silver bullion. 

The Chairman. I am glad you mentioned that. I noticed that 
omission when I read the bill over and was going to ask that very 
question. 

Mr. Curtis. I would suggest Mr. Chairman thas addition after 
the word ''deposits" the words ^'of a character authorized by law.'' 
In other words if you leave section 7 alone as it is now to my mind 
it is so broad that it authorized the Secretary to set up a special 
deposit in the Federal reserve bank in New York for a fund to cele- 
brate the three hundredth anniversarv of the Declaration of Inde- 
pendence; if you tie him down there oy the phrase ''of a character 
authorized bv law." then he gets no additional powers to set up special 
deposits in the reserve banks or'powers that he now has to set them 
up somewhere. In other words the character of the deposits will not 
be increased, but simply his power to put it in a reserve bank. I 
think that is a wise provision. I am not sure that I would not make 
it clear by saying so in terms that it covers trust funds. 

The Chairman. It would seem to me that if this section 7 does 
cover trust funds — and I don't see any object of its being there if it 
does not — there is nothing else that it does cover — it ought to say so. 

Mr. Jay. Doesn't that rather negative section 2 then, because there 
it provides for funds deposited only in the mints and assay offices. 

The Chairman. There may be an inconsistency there. 

Mr. Curtis. No, it struck me as I was going over the bill that 
sections 2, 3, and 4 provided for what should be done at the time the 
transfer of functions took place. Section 2 provided about trust 
funds, where they should go; section 3 provided for Federal currency; 
section 4 provided for silver and minor coins. Then the next three 
sections — or rather sections 5, 6, and 7 — ^provided as to what shall be 
done later on, and 5 and 7 gives the Secretary of the Treasury very 
broad powers as to how he shall have the functions performed that 
heretofore have been performed by the sub treasuries. To my mind, 
as I say, sections 2, 3, and 4, were simply detail provisions concerning 
the actual physical transfer of the things that were in the subtreasuries 
at the time the transfers were made, and then the other provisions 
follow. Now, I would agree with Mr. Leffingwell this far, that I 
think 2, 3, and 4, might all be put into one section with the statement 
that the Secretary of the Treasury shall arrange with the Federal 
reserve banks as to how these transfers, physical transfers, shall be 
made, etc. It seems to me that y^ou could consolidate that and leave 
it very much simpUfied over this. 

Mr. Jay. And where kept ? 

Mr. Curtis. And where kept, yes. 

The Chairman. Is there any particular disadvantage in these 
details ? Of course when you get a lot of details I suppose you are 
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likely to have sometliing in it that ought not to be there, or leave out 
something that ought to be in. 

Mr. CmiTis. My own personal or)inion is that there is no disad- 
vantage in it. I don't see any objection to them. 

Mr. rHELAN. The question was raised in the committee, Mr. Curtis, 
about those three sections, as to what provision was made for gold 
and silver coin which was not being held in the subtreasuries as a 
trust fund. You provide for the gold and silver and bullion that is 
held for trust purposes, you provide for paner currency and sub- 
sidiary coinage; now what did you intend should be done with the 
gold and silver that did not come under any one of those heads ? 

Mr. CiTRTis. I assumed the Secretary of the Treasury with respect 
to those would transfer them to his general account to the Federal 
reserve banks. It doesn't require him to do so, but of course he is at 
liberty to do so at any time. 

Mr. Phelan. What about paT)er currency in section 3 ? 

Mr. Curtis. That is with resT>ect to redemptions, I assume, mutil- 
ated and unfit currency — stuflF on hand for those purposes. 

Mr. Phelan. It doesn't say that; it says Federal reserve notes— 
perfectly good bank notes. 

The Chairman. I suooose at the present time there is no gold in 
the possession of the subtreasury which is not in the trust funds, but 
in normal times there often is, isnH there ? 

Mr. Curtis. Certainly there may be. 

Mr. Phelan. I don't see how there can help be. 

Mr. Hand. There is no appreciable amount of free gold now. 

The Chairman. Isn't there in normal times? Suppose there is a 
lot of gold being imported into this countrv in commercial transac- 
tions and customs being paid, wouldn't there be free gold in the 
Treasury ? 

Mr. Hand. There might be if it was not immediately redeposited 
by the Treasury in Federal reserve banks, but I should think that 
would be a normal course. 

The Chairman. But this bill seems to specifically provide for the 
deposits in Federal reserve banks of subsidiary com and paper cur- 
rency, and it doesn't say anything about gold. I don't know whether 
the omission means anything. 

Mr. Hand. At the present time, as fast as there are any accumula- 
tions of free gold in the Treasury it is immediately redeposited in the 
Federal reserve banks, so that there is no appreciable amount that is 
free. 

Mr. Phelan. If you can do that, why can't you transfer paper 
currency without any authority in this bill at all? 

Mr. Hand. We can; there is no question about it. 

Mr. Phelan. So that giving authority doesn't give you any author- 
ity that does not already exist? 

Mr. Hand. No, the oniy thing about it was that as long as you are 
covering the subject it goes to show that you have made a complete 
provision covering every contingency that could be anticipates. 

Mr. Strong. Afr. Chairman, if the buildings of these subtreasuries 
are to be maintained for the use of the Federal reserve banks, there 
will be but very little actual saving in this proposition to the Govern- 
ment, will there not? 
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The Chairman. The big savmg, as Mr. Leffingwell pom ted out, is 
that there are about $50,000,0(X) in the subtreasuries as working 
capital, and that can be immediately checked out to pay Government 
expenses, and save more than $2,000,000 a year in mterest, because 
the money is being borrowed now to keep in the public treasury. 
Then there will be a saving, I think Mr. Hand said, of some part of 
the $600,000 in contingent expenses. 

Mr. Hand. $600,000 all together. Four himdred and seventy 
thousand dollars for salaries, and $190,000 for contingent expenses, 
which makes $660,000 odd as the total amount of the appropnations 
for the subtreasimes. 

The Chairman. Of course of the salaries that could not all be 
saved, but the assistant treasurers^ salaries, amounting to $50,000, 
can be saved, and a considerable part of the contingent expense and 
other salaries. 

Mr. Hand. Four hundred and seventy odd thousand dollars in all 
is appropriated for salaries in the subtreasimes. 

Tiie Chairman. There is a big saving in the saving in the interest 
on $50,000,000. 

Mr. Dale. Don't you save all the salaries, because in the transfer 
of these men to other departments they take the places of men who 
have to be employed in tnese other departments, and ultimately you 
do save alT the salaries ? 

The Chairman. Why isn't that so, Mr. Hand ? Why wouldn't we 
save all the salaries ? 

Mr. Hand. Well, if the Federal reserve banks are going to be com- 
pensated for the performance of these duties as fiscal agents they are 
going to employ their own people to do it, and if we have to reimburse 
them we will have to pay them the same money back. 

The Chairman. So far as these emplovees of the Federal reserve 
banks are concerned, but I presume the Federal reserve banks would 
not need the full force. 

Mr. Jay. Possibly they are doing a good many of these things now. 

The Chairman. They are taking care of 70 per cent of the redemp- 
tions of worn-out currency already, and it wouldn't take any great 
amount of extra force to take on the other 30 per cent. When it 
comes to the subsidiary coin I don't know how much there would be. 

Mr. Hand. There would be some saving, but just to what extent 
it is rather hard to estimate. Federal reserve banks as a general 
proposition pay higher salaries to their employees than the Govern- 
ment does, and that would offset it to some extent. 

Mr. Curtis. I have some suggestions hex'e, Mr. Chairman, on various 
points, not all of which are necessarily the suggestions of the Federal 
reserve bank of New York. They are some thoughts of my own. 

The Chairman. We shall be verv glad to have them. 

Mr. Curtis. On the (question of compensation I have sus^gested 
this — arid I will leave it to the committee if vou care to nave it 
[reading]: 

The Federal reserve banks shall receive for tht ir services rendered as fiscal agents 
of the United States reasonable compensation to be fixed by the Secretary of the 
Treasury. Such compensation shall be paid semiannually out of any money not 
otherwise appropriated, and the rate of such compensation may be adjusted from 
time to time by the Secretary of the Treasury, provided that the Federal reserve 
bank of New York and the Federal reserve bank of San Francisco shall be permitted 
to occupy and use the subtreasury buildings located in the said cities, rent free in 
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Hen of all such compensation, until otherwise ordered by Cong^refw upon the recom- 
mendation of the Secretary of the Treasury, and there is' hereby appropriated out o \ 
funds net otherwise appropriated an amount sufficient to pay such compensation. 

Now, if you are going into the question of compensation, I think 
that clause covers 3ie points that have been brought out here as to 
whether or not the use of the two buildiags that are solely used as 
subtreasuries by the reserve banks at New York and San Francisco 
might not be taken in lieu of every other compensation. 

The Chairman. Mr. HamUn suggested to me that I should ask you 
that question. I should think that was a very good suggestion. 

Mr. Curtis. I don't see why that would not be a good plan. It 
is a rouffh-and-ready rule of thumb reaUy, but I feel that the Federal 
reserve banks ought to be compensated for the services they render, 
whether they render them to member banks or to the Government, 
and this would leave it to the Secretary of the Treasury to adjust 
compensation from time to time, but would also take out from that 
situation the only two cities where the subtreasuries are depart- 
ment buildings and not in general Federal buildings. 

Mr. Phelan. That is, in New York and San Francisco, the Federal 
reserve banks would receive no compensation at all? 

Mr. Curtis. Other than the use of the treasury buildings rent free. 

The Chairman. How would that come out as a Government propo- 
sition, Mr. Hand, leaving those buildings rent free ? Could you form 
any estimate of whether that would be larger compensation than it 
would be otherwise, or lower? 

Mr. Hand. It is rather hard to state. Especially in New York it 
would be (juite a considerable item, but if it is not done in that way the 
pubUc buildings in both New York and San Francisco will be turned 
over for the use of other pubhc offices there, so the Government 
wiU reaQy get no compensation oat of it in the long run. Both of 
those buildings ordinarily would be used as Federal buildings. 

Mr. Phelan. The Government would save on that which would 
indirectly be earnings, because they are paying rent now for some 
other places, and these places would be used in place of those now 
being rented. 

Mr. Jay. I think, Mr. Chairman, that as Mr. Curtis has drawn this, 
it would do away with the compensation or the reimbursement that 
the Federal reserve banks are now getting for all of their Liberty 
loan certificates work, etc. I think that all would be thrown in as 
an offset to the use of the sub treasury building. 

Mr. Phelan. The Government would certainly make money at 
New York and San Francisco on that arrangement, because at the 
present time the Government is rsing those buildings and paying 
all the employees. Now, under Mr. Curtis's proposed amendment 
the Government would be charged only for the use of that building, 
the Federal reserve bank in New York and the Federal reserve bamc 
in San Francisco assuming all the expense of the employees neces- 
sary, so that in those two places the Government certainly would 
save money on that, particularly in San Francisco. 

Mr. Jay. As I read Mr. Curtis's suggestion here, it strikes me that 
the Government would be reheved of paying the sum that they 
are now paying for our present fiscal agency work. 

Mr. Curtis. Yes; my intention was to have this section broad 
enough so that with respect to all Federal reserve banks they got 
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compensation for all fiscal agency functions, whether they are now 

Eerfonning them or whether they are new ones to be taken over; 
ut that in these two cases, New York and San Francisco, instead 
of that compensation they would receive their buildings rent free. 

Mr. Jay. That would be pretty expensive rent for the bank in New 
York to pay, wouldn't it, Mr. Higgins ? We must be getting back sev- 
eral himdred thousand dollars a year, if not over a million. 

Mr. Higgins. I think in the third and fourth and fifth loans the 
expenses were very close to a million — yes, probably well over a 
million. 

Mr. Jay. Yes, I think they were probably over a million dollars. 

Mr. Higgins. That is the total amoimt that we were reimbursed by 
the Government. 

Mr. Jay. Not for selling, but just for the agency work. 

Mr. Higgins. Yes, the fiscal agency operations. 

The Chairman. A good deal oi that work would become less here- 
after, wouldn't it? 

Mr. Jay. It doesn't seem to. The coupon work, the exchanges of 
bonds from one denomination to another, the exchanges of temporary 
bonds, the conversions of one kind and another seem to keep up the 
work, and it looks as if it would keep up for some time. 

Mr. Higgins. We are so crowded in vaults that we haven't room to 
put them. We have 5,000,000 pieces coming in now, and 800,000 
pieces have been counted and stored away, and we have to borrow the 
clearing house vaults. We have two-thirds of the clearing house 
vault's space, and we would have to have more vault space. We are 
borrowing some space now in the subtreasury of New York in order 
to find space to put all that stuff. 

The Chairman. You think, then, that it would be rather expensive 
rent? 

Mr. Jay. I think it would be very expensive rent. 

The Chairman. If we make that broad enough to cover all of it. 

Mr. Curtis. Mr. Chairman, I think the suggestion might be made 
that in case of New York and San Francisco a credit for a fair value 
of the rental of the building should be made as against the compensa- 
tion otherwise payable, so that you could still have your reasonable 
compensation for all the fimctions, and then as a set off the fair 
estimated rental of these buildings. 

Mr. Phelan. Mr. Curtis, if they use the subtreasury for nothing 
but Government purposes — as I presume that is what the Federtu 
reserve bank would do— why bring the question of rent of that 
building in at all? Why not simply reimburse the New York bank, 
just as we reimburse the others, tiie diffefence being that in other 
cases Federal reserve banks may be entitled to something for the 
space occupied for Government business, whereas in New York noth- 
ing would be paid. In other words, if we used a private building as 
you would use the subtreasury, you would compensate the Federal 
reserve bank for the rent paid for that building; now since the Federal 
reserve bank pays nothing for the rent of that building in New York, 
there is nothing to be charged to either side of the ledger; simply pay 
the Federal reserve bank for what it cost them to handle this business. 
That seems to me to be the scientific way. I don^t know that it is 
essential, of course, but that seems to be the mathematical way to 
doit 
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Mr. Curtis. My only objection to that would be that I thmk the 
reserve banks should be paid for what they do, and they should pay 
for what they get. Now I think you ought to pay them the com- 
pensation for exercising these functions for the Government; on the 
other hand, I think they ought to pay rental for such buildings as the 
Grovemment lets them use. 

Mr. Phelan. All right, we will do that; we will charge them so 
much rental for that building. Now they will charge back, if they 
use it solely for Government purposes, the same amount of rental 
and be entitled to get it. So one offsets the other. The only pro- 
vision I would put in if I were going to do it on the mathematical 
basis would be to charge the Federal reserve bank for what use it 
made of that building for purposes other than Government purposes; 
then let the rest offset itself. 

The Chairman. Now outside of New York and Chicago and San 
Francisco the other sub treasuries don't amount to very much. I 
suppose there wouldn't be — whatever benefit may come from extra 
deposits from Federal reserve banks would be in those three cities? 

Mr. Curtis. I should think so. I am not familiar with them all. 
Boston might be pretty large. 

Mr. Hand. There would not be any material benefits come to any 
of them, because under the scheme outlined only one subtreasiuy is 
to be abolished at*a time, and if it takes, say, 30 days to take care of 
all that, from the time it was abolished the transactions would have 
been so gradual that the fimds would be so gradually absorbed until 
it would really not be felt in the system as a whole. Then another 
sub treasury would be taken up, don't you see, and the discontinuances 
would take place gradually, on account of the extreme care with 
which the funds are to be handled and disposed of. 

The Chairman. I said ^^ benefit;" I was thinking perhaps more of 
compensation. Whatever compensation is to be paid under this bill 
as drawn would be mostly to subtreasuries in the larger cities, wouldn't 
it, New York, Chicago, JBoston, and Philadelphia ? 

Mr. Hand. Yes, sir. 

The Chairman. And San Francisco. The smaller subtreasuries, 
like New Orleans and Baltimore, don't do enough business so that 
the Federal reserve bank would know they had it transferred to them. 

Mr. Hand. No, sir; New York, Chicago, and San Francisco are 
probably the three main points in the order named. 

Mr. Phelan. We have taken up this thing sort of back end fore- 
most, I think. I suppose we should first have found out from the 
Treasury officials what the subtreasuries do, but, Mr. Jay, don't you 
expect 11 this bill goes through that you will hold considerable Gov- 
ernment deposits all the time ? 

Mr. Jay. No, sir* no more than we hold now, because I think the 
Government, out of any additional deposits which it creates from the 
deposit of this currency or cohi, will draw it down to a minimum, 
because the Government is borrowing all the time, and naturally 
keeps its balances fairly low. Isn't that so, Mr. Hand? 

Air. Hand. Yes, sir. 

The (yHAiRMAN. So long as the Government is borrowing, which 
will be for the next 50 years, it will be true, but if there should come 
such a time again as there was a few years ago, when the Government 
constantly had a surplus on hand, then the condition might be 
different. 
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Mr. Jay. Then, there might be surplus funds and deposits in the 
Federal reserve bank, and if those got too heavy and became restric- 
tive of commerce the Treasury might consider, as it did in the past, 
putting them out in the national banks. 

Mr. Phelan. Well, you have in mind now what, spet ial deposits i 

Mr. Jay. No, general deposits; deposits arising out of customs and 
various other things — internal revenue — ^which in times past have 
piled up very seriouslv, and 12 or 15 years ago when things got very 
tight the Secretary of the Treasur}' would make deposits, don't you 
remember, and '*save the situation.'^ 

The Chairman. That was always being done back in times as late 
as 1907. It was quite an important factor in 1907. The Secretar}' of 
the Treasury took so much money out of the subtreasuries and der os- 
ited it in the Xew York bank s, thereby creating a lot of criticism that 
he was aiding Wall Street, or something of that sort, though tlie 
money ought never to have been loci ed up in the sub treasury. 

Mr. Curtis. I think in 1914 Mr. McAdoo reversed that deposit. 

Mr. Phelax. Now, Mr. Curtis, you don't see any objections to 
section 7 as it has been interpreted here ? 

Mr. Curtis. Xo, sir; I do not. 

Mr. Phelan. That is, the Government has certain trust funds. 
You see no objection to the Government transferring the custody of 
those trust tunds ? 

Mr. Curtis. Xo, sir; as section 7 is drawn it provides that they 
shall be held in a separate vault or locked compartment, and in the 

t'oint custody of the Federal reserve agent and the Federal reserve 
)ank. The Federal reserve agent is a Government official. 

Personally, frankly, I feel that they would be sa^'er there than in any 
vault that the Government owns, so far as I am acquainted with 
them. I used to be in the Treasury, and I can add m}" testimony to 
what Gov. Harding and Mr. Leffingwell have said, that it is in very 
bad condition. 

The Chairman. Xow, could we get a few concrete recommenda- 
tions lor amendments, because, as I say, I don't know that the App ro- 
Eriations Committee will take this out of our hands, but they would 
ke to have this bill reported out if possible, and I would like to have 
it reported out if it can be done in proper form. I may perhaps offer 
it as an amendment myself to the legislative, executive, and judicial 
appropriation bill. 

Mr. Curtis. I have some other suggestions here, Mr. Chairman. 
They are not very long. 

On the question of giving the Federal reserve banks the power of 
emiment domain, to condemn property, Mr. LefFngweil suggests that 
it would be unwise because it would tend to indicate that they were 
part of the Government or had Government functions. My own 
view is — I don't know how far this is concurred in by the officers of 
the reserve bank in Xew York. I think Mr. Jay concurred in it. 

Mr. Jay. I did, but I am not sure that I concur now. Mr. Leffing- 
well introduced a new thought that had not been presented to me 
before. 

Mr. Curtis. Gov. Strong before he went out West did concur in 
this view that they should have it. Of course the situation in New 
York is that the reserve bank there has been held up by one small 
166211—20 ^3 
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end of the whole block, the balance of which has been bought by 
the bank, and that was holding the bank up and they wanted to 
get this power in order to not be held up ; so I drafted a plan at the 
suggestion of Gov. Strong to this effect, to add a new section as 
follows: 

The Federal reserve banks shall receive for their services rendered as fiscal agents 
of the United States reasonable compensation to be fixed by the Secretary o! the 
Treasury. Such, compensation shall be paid semiannually out of any money not 
otherwise appropriated and the rate of such compensation may be adjusted from 
time to time by the Secretary of the Treasury: Provided, That the Federal reserve 
bank of New York and the Federal reserve bank of San Francisco shall be permitted 
to occupy and use the subtreasury buildings located in the said cities, rent free in 
lieu of all such compensation, until otherwise ordered by Congress upon the recom- 
mendation of the Secretary of the Treasury, and there is hereby appropriated out 
of funds not otherwise appropriated an amount sufficient to pay such compensation. 

The Federal reserve banks are hereby authorized to acquire real estate for their 
head offices or branches by condemnation proceedings which shall be conducted in 
accordance i^nth the provisions of law governing the condemnation of real estate by 
the Secretary of the Treasury for public purposes: Provided, That the proceedii^ 
shall be instituted by the Federal reserve banks in their own behalf and the com- 
pensation for the property condemned shall be paid by the Federal reserve banks. 

That proviso is suggested because under the Secretarv of the 
Treasury the proceedings are instituted by the Attorney General, 
and naturally they are paid for out of the Treasury funds. 

Mr. Phelan. Now, Mr. Curtis, why should that power be granted 
to Federal reserve banks any more than it should be granted to 
national banks ? 

Mr. Curtis. Well, beca^'se the Federal reserve banks after all are 
conducting a far more public business than a national bank is. I 
don^t think there is any question about that when you stop to con- 
sider what they have done and are doing. 

Mr. Dale. The quantity is different, but the principle is abso- 
lutely the same. 

Mr. Phelan. I meant the principle. 

Mr. Curtis. Well, I wouldn't quite agree that the principle is 
absolutely the same. I think the Federal reserve banks have more 
governmental aspects and less aspects of corporations created for 
private gain than the national banks have. There isn't one Federal 
reserve Dank that is created for private gain; they are all doing a 
great piece of work, first for the benefit of the banking situation as 
a whole, and partly for the benefit of the Government, and I think 
that it would not only be wise to give them this power of eminent 
domain and improve the New York situation specifically and any 
others that may arise, but I have no doubt that the Constitution — 
I spent some time in looking it up and put it in the hands of a lawyer 
to nave it looked up, and I think the reserve banks are so clearly 
enagaged in a business of public interest that the consitutionality 
of it would be sustained. 

Mr. Jay. Of ( ourse, theie are three dirertoi-s in each Feilerai reserve 
bank appointed by a governmental bo.ly, which makes theai some- 
what (htioicnt fro:*n national banks. 

The ('iiAinMAN. They are not exactly on the same footing, but 
still we do regard them as private institutions. 

Mr. Jay. ^es. 

Mr. (i uTis. That is tme, but then there have been plenty of legis- 
lative enactments granting powers of eminent domain to private in- 
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stitutions which are exercising seinipublic functions, railroads and 
street railroads, and a great many others. 

Mr. Phelan. Thev naore nearly approach public institutions from 
the fact that their dividends of member banks are limited to 6 per 
cent, than they otherwise would, do they not? 

l^Ir. Curtis. Well, T wouldn't say that that was a very decisive fac- 
tor. It is a factor, but it seems to me that the whole reason for the 
establishment of the Federal reserve bank was more for the public 
benefit, not for the private gain of anybody in particular, and I snoidd 
feel, while, of course, they are both organized undei acts of Congress, 
that it was a pretty broad distinction between them and national 
banks, which are organized primarily for gain and only secondarily to 
be of assistance to the Government, because the Government can caU 
on them to appoint them fiscal agents, but the purpose of the organ- 
ization of national banks is not strictly for public benefit. 

Mr. Phelan. I think you have embraced what I had in mind, but 
there is another class to be considered besides the banks and the 
Government, and that is the general public. The Federal reserve 
bank, for instance, takes care of the business, the commerce, and 
agricidture of the country, as distinct from the Government or from 
the banks. 

Mr. Curtis. Yes, I think that is in the heading of the bill, to pro- 
vide an elastic currency to look after the commerce and industr\% 
etc., of the country. 

The Chairman. You have some further amendments to suggest? 

Mr. Curtis. Yes, I had a suggestion to add to section 9, or make 
a new section — this provision concerning checks and warrants that 
now can be sent back by the Treasurer of the United States so long 
after they should have been considered dead: 

No check, draft, warrant, or inetniment drawn or purporting to have been drawn 
against funds of the United States shall be deemed to have been paid until it shall 
have been presented to and entered upon the books of the Treasurer of the United 
States. 

Now, the situation that lies behind my desire to suggest this sen- 
tence is as follows: The Treasurer of the United States has claimed 
for, I beUeve 20 or 30 years anyway, the right to send back any check 
or warrant at anv time, no matter how many years after it has been 
apparently paid by the Treasury Department. That right has been 
contested by the banks of the coimtry, and in every case, I think, in 
which they have gone to court the position of the Treasurer has not 
been sustained by the courts. There is to-day an appeal taken, from a 
recent case, in which the district court of tne Umted States decided 
against the Treasurer. He has taken an appeal to the circuit court 
of appeals. When that will be heard, I don't know. The Federal 
reserve banks, when they took over the business of receiving Gov- 
ernment checks and warrants in behalf of the Treasury, put in their 
circulars a statement to this effect: That the Treasurer of the United 
States has always maintained the right to return checks at any time 
and for any reason, and that the Federal Reserve Bank of New York 
will make it a condition of receiving such Government checks and 
warrants that it shall have the right likewise to return to its depositor 
any check at any time for any reason. 

Well, here is the situation that has actually arisen in New York: 
Q paymaster in the Army forged some checks. They went through 
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some of the New York banks and finally came to the reserve bank. 
We credited the New York bank's accoimt, sent it down to the Treas- 
ury, and after a good many months the Treasury said: **That is a 
forgery/' and sent it back to us and charged it to our account. We 
sent it back to the bank from which we had received it and chained 
their account. They protested that it was an unreasonable length 
of time, and imder all rules of law they were not liable to have it 
charged back to them. I pulled out our circular and showed them 
the provision making it not a matter of ordinary law, but a matter 
of contract; that we only received it subject to the right of charging 
it back, and they repliea that they had never received our circular. 
So there we were, and we are still discussing it; it is still pending. 
But there should be a point of time before which the checks or drafts 
are not considered paid for the protection of the reserve banks. In 
other words, I don t want it possible that a person can bring in a 
draft or warrant and have it cashed and the reserve bank not know 
that it is paid finally and all question of foi^ery and propriety of it 
ended. On the other hand, there should also be a point of time after 
which the Treasm^y can not send it back. The Treasury ought not 
to try to do these things that are improper from a business point of 
view, in my opinion. 

The Chairman. I think that is true. • 

Mr. Hand. Sometimes in cases of forgery the signature is such a 
good imitation that we have had cases where when it was presented 
to the drawer of the check he would be deceived himself, and we 
can^t detect things of that kind immediately. Then again, the 
the Treasury has been handicapped by having to put $900 or $1,000 
employees on the examination of signatiu'es of checks, because we 
couldn't get sufficient appropriations for a higher grade of employees. 

The Chairman. Even with that vou ought to be able to detect 
forgeries inside of a reasonable length of time. 

Mr. Hand. It never would be detected until the claim got to the 
auditor imless the disbursing officer reported that the check has not 
been issued. 

The Chairman. Whyshouldn'titget to the owner more promptly? 

Mr. Hand. The statement of disbursing officers' accounts made up 
at the end of each month is sent to the disbursing officer to be checked 
and verified with his statement of checks actually drawn by him, and 
if he will verify it immediately and send the notification back, then 
it is discovered at that time, but suppose a check that has been 
forged gets into the Treasiu'y and is passed on the 5th or 6th of the 
month ; it waits until about the 5th of next month before the state- 
ment of the disbursing officer is made out; then it is sent to him and 
it takes three or foiu" days to get to him, so by the time his report 
gets to the Treasury practically two months nave passed before it 
18 found that that is a forged check. 

Now, in the case of forged indorsements there is no way for the 
department to check those until a claim is made by the proper payee 
that they did not receive the money, and we just have to wait. We 
assume that the bank that pays the checks has exercised ordinary 
commercial precautions and nas paid it to the rightful party. Now, 
if they have not done that and the rightful payee has not received 
his money, there is no way for the Treasury to*^find it out until the 
rightful payee puts in his claim and states that he is the rightful 
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payee, and generally he is two or three or four months putting in 
such a claim. So the Government is really not justly chargeable 
for a lot of this delay. It arises from different causes than the 
ordinary commercial transaction. 

Mr, HiGGiNS. I think in the case of forged indorsement it is the 
commercial practice now to have those checks very often returned 
months afterwards, and that is customary, but in the case of a forged 
signature it is a different thing. 

Mr. Curtis. I mQ,y say that the draft that I made is not aimed at 
forged indorsements. 

Mr. Hand. As to foiled signatures of the drawers of checks, there 
are very few of those that get by the Treasury Department in the 
first case. 

Mr. HiGGiNS. We had one the other day where they stopped pay- 
ment on a $50,000 check. This was returned two months afterwards 
and they stopped payinent, and the member bank in the New York 
•district promptly notified us that they were going to contest it by 
suit. 

Mr. Hand. I know, but you know a stop payment order is merely 
a request; there is no specific legal penalty for not enforcing a stop 
payment request. 

Mr. HiGGiNS. I mean to say that checks drawn to the Treasury 
were returned to us by the Treasury two months after they were 
presumed to have been paid, and our bank which deposited that 
check objected formally and said that thev were going to bring suit. 
Meantime all the trouble was relieved by the oank, the Florida 
agency of the drawer, I think it was some Government body, with- 
drawing the stop payment order so the check came back through 
and relieved the suspense. 

Mr. Hand. We have had quite a number of cases of that kind, and 
we generally get to work and straighten most of them out, and only 
a very few of them cause trouble. 

Mr. Phelan. Why can't the Federal reserve bank protect itself by 
saying that a copy of that circular you mentioned, or something sub- 
stantially the same is served on every member bank ? 

Mr. Curtis. We can. We have taken steps to do that. We are 
now protecting ourselves. 

Mr. Phelan. So then you are protected. 

Mr. Curtis. But still the situation really is not a correct one. 
The Treasury Department is taking a position that every time they 

fet into court the court holds improperly, and in order to fix a 
efinite time I would suggest that some phrase of this character — 
possibly I should lengthen the time, or possibly there should be a 
more definite statement of exactly at what point that check is to bo 
<>onsidered finally paid, and if it is long, the Treasury has lost the 
money. That is ail. There should be a definite time when that 
liappens with respect to checks. 

Mr. Phelan. What time have you in your amendment? 
Mr. Curtis. I have a provision that it shall not be deemed to have 
been paid xmtil it shall have been presented to and entered upon the 
books of the Treasury of the United States. Now there is some point 
of time when that check ought not to be returnable— along the line 
of the banking mstitutions of the country. 
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Mr. Hand. If Congress enacts that amendment it should appropriate 
the funds necessary to prevent the Treasurer of the United States 
from having to put up the cash on his bond, because it would in 
effect be necessary to make an appropriation to the extent that those 
checks are ordered not returned. The Treasurer of the United States 
is personally responsible on his bond, because the Comptroller has 
hem that no check not legallv drawn can be charged against any 
Government account, and so where would we be ? If you relieved the 
Federal reserve bank, it is just passing the responsibility on to the 
Treasurer, and if the Federal reserve bank is to be relieved, the 
Treasurer should be relieved too by an appropriation. 

Mr. Curtis. I think so, too. 

The Chairman. Not necessarily by an appropriation should it be ? 
Couldn't it be simply charged as a loss of the Treasury, not chargeable 
against any person's account ? 

Mr. Hand. It would have to be some authorization from Congress 
to enable the accounting officers to pass the items and give the 
Treasurer credit for it, because the amount has been withdrawn 
from its assets in the Federal reserve banks. The Treasurer can 
not charge it to anv disbursing officer on his books, so he has lost 
the cash and he is denied the privilege of a reduction of the habiJity 
of any kind. 

Mr. Curtis. Of course in an ordinary banking institution you 
would have a profit and loss account and it could just be chained to 
profit and loss and let it go at that. 

Mr. Hand. But the Government has no profit and loss account. 

Mr. Curtis. That is true, I think it would probably require a 
little additional legislation there. 

The Chairman. Now you have some further suggestions ? 

Mr. Curtis. I have one very brief suggestion with r^pect to 
section 13, about transportation charges. 

I notice there are three different kinds of shipments that are 
spoken of. My thought would be to consoUdate that section into 
one, which would read substantially as follows: 

That all tranBportation charges on account of shipments of gold or silver coin or 
bullion. United States surplus currency, Federal reserve notes, Federal reserve 
bank notes, national bank notes, subsidiary silver and minor coin to or from Federal 
reserve banks or branches, from or to the Treasury of the United States, or from or to 
the mints and assay offices of the United States and between Federal reserve banks 
and their branches, on orders of the Treasurer of the United States shall be paid by 
the United States. 

Mr. Hand. There are three items in that. Federal reserve notes. 
Federal reserve bank notes, and national bank notes that should be 
eUminated because the Government does not pay the charges on 
those now. My suggestion is that those three classes be eUminated, 
Federal reserve notes, Federal reserve bank notes, and national bank 
notes. 

Mr. Curtis. I know, but this is all qualified by the limiting 
phrase *'on orders of the Treasurer of the United States,'' and if the 
Treasurer of the United States orders a fiscal agent to transfer that 
character of paper currency, I think he ought to pay — I think the 
Government ought to pay the charges. This would not affect the 
situation with respect to the original issue of the notes, because 
those come from tne Comptroller of the Currency. 
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The CuAiBMAN. But if the Treasurer of the United States orders 
them shipped from one place to another ? 

Mr. Curtis. I think he should pay the transportation expenses. 

Mr.* Hand. It occurred to me tnat the ^'on orders of the Treasurer 
of the United States'' did not refer to anything except shipments of 
subsidiary minor coin. 

Mr. CiiBTis. It does not, as the bill reads there, but I have changed 
it in consolidating it. 

The Chairman. We have a constant demand for expenses of 
shipping currency by banks, for redemption, and I suppose if that 
were put in it would perhaps take away some of that demand, be- 
cause they would get currency, the Federal reserve banks and their 
branches, without expense to the banks. 

Mr. Jay. I don't think it would. It is only on order of the 
Treasurer. 

Mr. Curtis. Yes, that is the way of it. 

Mr. Phelan. Is this what you mtend, Mr. Curtis: Do you intend 
that the Federal reserve banks shall continue to pay these expenses 
on such transfers as are now paid for, but that on the new thing 
if we transfer the functions of the subtreasiu'y over to the Federal 
reserve banks, the Government should pay the charges ? 

Mr. Curtis. That is substantially true. I think there would be 
one or two cases where it would not apply. 

Mr. Phelan. I want to ask about notes, Federal reserve notes of 
the bank in New York, which the Treasurv Department had and 
sent to the Federal reserve bank in New York for redemption; would 
that be on order of the Treasurer of the United States ? 

Mr. Curtis. Yes, but that event as you have stated it would not 
happen. The Treasurer would never send them to a Reserve bank. 

Mr. Phelan. He would destroy them in Washington ? 

Mr. Curtis. He would destroy them here. 

Mr. Phelan. Yes, I see. 

Mr. Hand. And that is a provision I wanted to get out of the bill, 
because now the charges are paid by the bank that makes the ship- 
ment to the Treasury, in the cases of Federal reserve notes, Federal 
reserve bank notes, and National bank notes, and it was never in- 
tended that this bill should give greater privileges than are enjoyed 
at present. 

Mr. Phelan. Do any of those notes ever come to the Treasury 
Department on order of the Treasurer ? 

Mr. Hand. No, the order of the Treasurer was never intended to 
apply to anything except subsidiary silver and minor coin in the 
latter part of the section. 

Mr. Phelan. I mean under the Curtis amendment. As I under- 
stand it ''on order of the Treasurer" applies to all of the various 
kinds of currency and money that he has mentioned in the bill. 

Mr. Cltrtis. It would under my suggestion; yes, sir. 

Mr. Phelan. Now will any of the Federal reserve notes, Federal 
reserve bank notes, national bank notes, to which you refer, Mr. 
Hand, be sent to Washington on order of the Treasurer? 

Mr. Hand. Yes; I guess they have to be for redemption purposes, 
because the Treasurer of the United States is the only redemption 
agent by law for Federal reserve banknotes, and national bank notes. 

Mr. Phelan. But are they sent to the freasury Department on 
the order of the Treasurer? Those are the words that qualify that. 
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Mr. Curtis. Yes; I took the words out of the bill. 

Mr. Phelan. I know, but I mean you intend that those words 
shall limit the exeniption simply to those cases where the Treasury 
makes the order? Jsn't that the situation? 

Mr. Curtis. That was my thought; yes. 

Mr. Phelax. And in that case would the transaction mentioned 
by you, Mr. Hand, be continued? In other words, wouldn't those 
notes. Federal reserve bank notes, Federal reserve notes, and nation*^! 
bank notes come in in some other way than on an order of the Treas- 
urer of the United States ? 

Mr. Hand. Yes, sir; that is true. 

Mr. Phelax. So that they would not be included in Mr. Curtis's 
amendment, provided Mr. Curtis has said exactly what he meant. 

Mr. Hand. It should be, ^^ Treasury of the United States'' not 
'Treasurer," to conform to existing law. 

Mr. Curtis. My thought was that that would; that while they are 
sent on the initiative of the reserve bank, there would be a standing 
order for them to be sent. It does seem to me that those expenses 
should be borne by the Treasury of the United States. 

Mr. Phelan. Well, that is a different thing. You intend that they 
shall be; Mr. Hand thinks they ought not to be. 

Mr. Hand. They are not now. The Federal reserve notes, the 
Federal reserve bank notes, or national bank notes, none of the 
transportation charges on those are paid by the United States in 
the final analysis. 

Mr. Phelan. What I am trying to get at is what the words "on 
order of the Treasurer" mean. Do you think that under your 
amendment if Federal reserve notes, Federal reserve bank notes, 
national bank notes, are sent to the Treasury in the ordinary course 
of business for redemption, that they come within the phraseology 
"on the order of the Treasurer" ? 

Mr. Curtis. I think they ought to. I really don't know enough 
of the actual conditions to say. 

Mr. Phelan. That is the point of difference between you two. 

Mr. Curtis. Yes, sir. 

Mr. Jay. You mean, Mr. Curtis, that if a member bank from 
Elmira sends in Federal reserve notes and we want to send them 
out for redemption to Washington, that the United States ought 
to pay for it? 

ivlr. Curtis. Yes; between the reserve banks and Washington. 

Mr. HiOGixs. In so far as Federal reserve notes take the place of 
Ignited States currency for circulating medium they shomd not, 
because they are supplying the currency needs of the country. 

Mr. Jay. 1 am afraid I would not agree with my associates on that. 

Mr. Phelan. No; I should not agree with them there, because 
Federal reserve notes are absolutely nothing more than a credit 
extension. That is all. They are just like a credit that your bank 
gives you, I think, in essence, and nothing more. Isn't that your 
view, Mr. Jav ( 

Mr. Jay. 'They are not really, because they are an advance from 
the United States. 

Mr. Phelan. I know, but the essence of the thing it is a credit 
extended by the Federal reserve bank, just as a book creait is extended. 

Mr. IIiGGiNs. But it is supplying the currenc}^ needs of the Uniteii 
States. 
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Mr. Phelan. And so is the credit. 

Mr. Jay. But we are making profit out of that, presumably, Mr. 
Higgins. 

ffi*. Higgins. Oh, I am not arguing for the expenses being paid; 
I don't think thev should be paid by the Government. 

Mr. Phelan. 1 don't think they should either, because I think 
the Federal reserve banks are using that just as they use credit. It 
is simply a demand for something diflFerent bv the people. 

The Chairman. National bank notes, andf Federal reserve bank 
notes that is true of, but Federal reserve notes are obligations of the 
United States Government. 

Mr. Phelan. Yes; I suppose they are. 

The Chairman. They are greenbacks, issued to the banks, accord- 
ing to the terms of the law. 

Mr. Phelan. They are not greenbacks, but suppose they are, we 
are dealing now with the expense of the thing and tne Federal reserve 
bank used those Federal reserve notes in precisely the same way as 
it uses its book credit; precisely they are the same thing. The 
difference is that in one case people want one kind of thing and in 
the other case they want another kind of thing. Now we have the 
additional element in one case that the Government is responsible 
for the Federal reserve notes and is not responsible for the deposits 
but so far as the Federal reserve bank is concerned the things are the 
same in essence. 

Mr. Jay. To all intents and purposes they are the same as the 
notes of the Federal reserve bank, i ou could scratch a line through 
the ^*U. S. Government" and the essence of it would not be chang^. 

The Chairman. I hope we can do that some day. 

Mr. Phelan. You pay taxes on the Federal reserve notes, etc., 
don't you ? There is a provision in the act where they can be taxed ? 

Mr. Curtis. They can be. 

Mr. Phelan. But you made a profit, or you are in « position to 
make a profit on the issue of the Federal reserve notes, just as you 
are on your book credits, and the Government doesn't issue those 
Federal reserve notes to make money upon their issue; they are 
essentially the same thing and it seems to me they ought to be treated 
the same, so far as expenses are concerned. 

The Chairman. Now, it is getting toward 1 o'clock, gentian en. 
I want to ask Mr. Jay whether he has any further suggestions to make 
that seem to require another session ? 

Mr. Jay. Mr. ('urtis has one or two suggestions there. 

Mr. Curtis. It will not take me but 5 or 10 minutes. 

In section 5 there is something that I am afraid the Secretary of 
the Treasury vnll fin<r himself up against. In line 15 it says ^ 'shall 
hereafter. '^ That is, all replacements or changes of mutilated paper 
currency and redemptions of United States paper currency, etc., 
shall hereafter be made by the Treasurer of the United States in 
Federal reserve banks and their branches. Now, that is mandatory 
and it speaks from the date the bill is approved by the President, 
and while at the end of it it states that it is i^ll in tne discretion of 
the Secretary of the Treasury, still, in mv opinion, if that clause is 
left as it is, after the day the bill is signeil by the President the Sec- 
retary of the Treasuiy could not have those replacements or exclianges 
or redemptions made at a subtreasury, because that is not ^\ithin 
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the field in which liis discretion is authorized to be exercised, and I 
think that section needs i^ephi-asing. 

Mr. Phelan. We have got to provide for the transitory period. 

Mr. Curtis. Exactly. That is the only place in this bill where the 
word '* hereafter'^ is attached to the mandatory word '* shall'' and 
puts you in the position of requiring something to be done really 
oefore you are ready to do it. 

Mr. .Tay. You can fix it by leaving out ^'hereafter.'' 

Mr. Curtis. I am not clear that I would not fix it by striking out 
the word ^'shall" and substituting '^niay.'' 

Mr. Hand. The last clause says, ^'ali in the discretion of the Sec- 
retary of the Treasury." 

Mr. Curtis. Yes; but his discretion is only with respect to the 
places authorized in the first part of the section, and if you don't 
authorize the subtreasuiy and do sav^ '^shali hereafter be made" in 
these other places, you have limited Kis discretion. He could not do 
it through the subtreasury. 

Mr. Hand. Say, ^'mav be made" instead of ^^ shall hereafter." 

Mr. Curtis. I think that would be wse — some phi'ase like that. 

Then in section 7 I have already spoken about inserting the words 
^^of the character authorized by law" after the word ^'currency," in 
line 14, and in Jine 20 I suggest changing the word ^ treasurer" to 
^* treasurers," making '^assistant treasurer" *^ assistant treasurers," 
because I think the words *^ assistant treasurer," as ordinarily read 
now refer to the Assistant Treasurer in Washington. 

Mr. Hand. I suggest inserting in line 14, right after the word 
** currency," the words ''of the class of funds enumerated in section 
2 of this act." 

The Chairman. Mr. Curtis suggests ''of a character authorized by 
law." 

Mr. Curtis. I suggested the words "of a character authorized by 
law," because I wanted to provide not only for trust funds, but other 
future funds. 

Mr. Phelan. Why do you want to limit it ? 

Mr. Hand. The only reason that was put in was for the purpose of 
enabling the Government to do two thmgs — one was to oe able to 
meet its gold demand obligations that may be presented at one of 
the Federal reserve banks in excess of the gold available at such bank 
to pay it; the other was to enable an easy working problem of the 
gold settlement fund for the settlement to cover setUements between 
the Federal reserve banks, or, in other words, to provide for something 
that is to take the place of a condition that works very nice now, 
but how long it may continue I don't know. For instance, if the 
Federal reserve bank in New York wishes to increase its gold settle- 
ment fund with the Federal Reserve Board, it makes a deposit with 
the assistant treasurer at New York in gold, wires it to the treasurer, 
and immediately the credit is placed. 

Now, if vou abolish the subtreasury and it is absolutely necessary 
for the Federal reserve bank in New York to get a credit in its settle- 
ment fund to clear with other Federal reserve banks at the close of 
business that day, and it can't get that conveniently through re- 
discount and the sale of securities, it might be necessary to have a 
special vault or locked compartment there, so that they could put 
these gold certificates in it, and then we could give tnem a gold 
settlement fund credit for it. Do you think that is valuable? 
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Mr. HiGGiNS. I don^t see how they can get along without it. 

Mr. Hand. I don't see how they can work the gold settlement 
system without it, and that is one of the main objects of section 7. 

Mr. Phelan. The whole object is to take care of those settlement 
funds ? 

Mr. Hand. Not only the gold settlement fund, but also to provide, 
if necessary, gold coin, silver dollars, at each Federal reserve bank in 
such volume as will meet the demand for the redemption of gold 
certificates, United States notes, and silver certificates. Now, for 
instance, we get notification from the banks, say, in New York that 
they will need $18,000,000 in the next 10 days ; we haven't $18,000,000 
there; we immediately begin to ship it from the nearest point, the 
nearest available point where we have it. 

The Sub treasuries, not being there to take this gold coin, we can't 
transfer this trust fund in gom under existing law very well to the 
Federal reserve bank; the idea is to put it in the Federal reserve banks 
to the credit of the Treasury as a special gold deposit to be held there 
to meet the redemption of those demand gold certificates when they 
are presented. That is in jgeneral the idea. It is not for any pur- 
pose to give them any advantage but only for two things; the benefit 
of the Government and possibly for the convenience of the Federal 
reserve bank. 

Mr. Phelan. Why can't everything that you have mentioned be 
done under the section as it is, by putting in the words '^silver coin" ? 

Mr. Hand. It can be. 

Mr. Phelan. VThat you want to do is to confine it to those things? 
Is that it? 

Mr. Hand. Confine it to those things that are mentioned in 
section 2. 

Mr. Phelan. That is, section 7 now will do everything that is 
mentioned in section 2, or take care of every situation arising out 
of section 2 ? 

Mr. Hand. Yes. 

Mr. Phelan. And will do more as it is ? 

Mr. Hand. Probably. 

Mr. Phelan. And you want to confine it so it will do only those 
things ? 

Mr. Hand. I don't see any necessity for extending it beyond 
section 2. 

Mr. Phelan. Now, let me ask you, Mr. Jay, when we handled that 
silver fund for India, was that handled by way of special deposit in 
New York, in the Federal reserve bank ? 

Mr. Jay. You mean the Pittman Act ? 

Mr. Phelan. Yes. 

Mr. Jay. I don't know about that. 

Mr. HiGGiNS. No, Mr. Phelan, as far as New York was concerned 
the redemption of silver certificates was made right there at the 
subtreasury. 

Mr. Phelan. What I wanted to get at was this: Suppose we con- 
fiine this as Mr. Hand has suggested, will it prevent operations that 
are naturally carried on between the Government and the Federal 
reserve banks by way of special deposits ? 

Mr. Jay. I think Mr. Cfurtis' suggestion would cover Mr. Hand's 
idea, and also provide for anything in the futiu*e. Mr. Curtis sug- 
gests special deposits of the class authorized by law, was it ? 
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Mr. Curtis. Of the character authorized by law. 

Mr. Phelan. The diflerence between the two is this: Mr. Hand 
strictly limited it to those transactions that come imder section 2, 
whereas Mr. Curtis would enlarge it and have it cover every transac- 
tion authorized by law. 

Mr. Curtis. Why tie the Secretary's hands ? 

Mr. Hand. There is this, that under section 15 of the Federal 
reserve bank act the law prohibits the deposit of gold redemption 
fund in the Federal reserve banks. Now, if you say "of the class 
of funds authorized by law," do you not tie our hands? You can't 
then deposit in this special deposit any of this gold redemption fund, 
which one of the purposes of section 7 is for the particular bwiefit of. 

Mr. Jay. Why not make it both, then, class of funds enumerated 
in section 2 of this act, or otherwise provided by law? 

Mr. Phelan. I think there may be objections to putting any 
trust funds in the Federal reserve banks in this shape, but it seems 
to me there is no objection to making a provision of this sort for the 
gold trust fund to meet the redemption of gold certificates, that 
there can't be any objection to having any kind of a special deposit 
carried by the Federal reserve banks. In other words, I can't tnink 
of anything that is of more importance or that is more sacred than 
that trust fund to meet the redemption of gold and silver certificates. 
If we are going to do it, I don't know why we can't go the whole dis- 
tance. That is iust simply my off hand opinion. 

Mr. Hand. Tnere is no* intention to upset the general idea ex- 

Eressed in section 2, that all of the trust funds must go to the mints, 
ut the idea in section 7 is that there may be occasions when it is 
necessary for some of those trust funds to be put into the Federal 
reserve banks. 

Mr. Jay. That is a mechanical matter. 

Mr. Hand. A mechanical proposition, but it is not intended that 
section 7 shall upset section 2. It is only for special cases. That 
is the reason why it was limited to ^^if in his opinion it may be neces- 
sary" the Secretary is authorized to do it. 

Mr. Phelan. Before we adjourn, I would hke to ask one question 
right in connection with that section you have mentioned — what is 
it, section 5 ? I have not studied the bill carefully enough to know 
about this, but is there anything in that section or any place in 
the bill which might require the Federal reserve banks to redeem 
Government obligations which the Government has made provision 
for their redemption with the Federal reserve banks or not? In 
other words, is there any place in the bill where we may be putting 
a liabilitv upon Federal reserve banks to make redemptions, even 
though the Gov^ernment is unable to take care of those redemptions? 
It says in section 5: '^and redemptions of United States paper cur- 
rency," etc , '^ shall hereafter be made by the Treasurer of the United 
Stntos and the Federal reserve banks." 

Mr. Hand. Redemption is purely exchange. 

The CHAraMAN. I don't see how there could be any question about 
that. 

Mr. Phelan. My question is this — I don't know that it is involved, 
but the thing we want to watch out for is. Will that compel Federal 
reserve banks to redeem national-bank notes whenever presented, 
without any regard as to whether the Government has sufficient 
reserve ? 
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The Chairman. Not national-bank notes, because it says United 
States paper currency. 

Mr. Phelan. Well, that would be greenbacks, silver certificates, 
gold certificates. United States Treasury notes. 

Mr. Jay. We do it on behalf of the (jovernment. 

Mr. Phelan. I understand what is intended, and I may have a 
fear of something that does not exist at all; but I think it is well to 
watch these things. Now, are we putting that obligation upon the 
Federal reserve banks without any reference as to whether the 
Government stands back of the Federal reserve banks or not? I 
don't know whether I have made myself clear. 

Mr. Curtis. I see your point. 

Mr. Phelan. I don't know that the question will ever arise; I cer- 
tainly hope it will not, but this is the time to think about it and 
not later. 

Mr. Curtis. Your very question is one reason why I want that 
clause about the nonliaDility of reserve banks in the absence of 
negligence. It is just this type of question that may arise. We 
can't foresee them all, and I am free to say that I don't know the 
answer to that, whether the Secretary of the Treasury could make 
such an unreasonable rule or regulation as to require the Federal 
reserve bank to redeem something, although he has not the proper 
stuff with which it should be redeemed. I don't believe he coula. 

Mr. Phelan. It says ^' under such rules and regulations as he may 
prescribe." 

Mr. Curtis. I don't doubt that he could, but I think that whole 
question would be covered if you put in a clause that the reserve 
banks will not be liable except for negligence, because then the 
Treasury would be bound to stand behind whatever they did in 
attempting to carry out the rules and regulations of the Secretary. 

Mr. Phelan. I had in mind that the Treasury might be tempora- 
rily unable to do it and that would be a new load to be carried by 
the Federal reserve banks during that period, if it ever comes. 

Mr. Curtis. Well, that would not be a new load to pack. 

The Chairman. Now, i^ that the end of your suggestions, Mr. 
urtis ? 

Mr. Curtis. No, sir; I have a suggestion in section 10, line 13. 
This is in respect to taking care of the present employees in the sub- 
treasuries. I would suggest inserting in line 13, before the word 
^'employees," the words ''or any of the." So that it would read: 
^'prevent the Federal reserve banks from taking over all or any of 
the employees in the sub treasuries." That makes it a little clenrer 
that they can take over some or all. 

Then as to the general taking effect of the act, I would suggest to 
the committee a saving clause something like this — and my reason 
for it is that there are a good many officers of the Government and 
other persons who are required or permitted to have business relations 
with the Subtreasuries, and there should be a general clause operating 
upon them as well as upon the officers and employees of the Subtreas- 
uries themselves. There are some 60 sections of the Revised Statutes 
that will be affected by this bill, and consequently I would suggest 
an operating clause at the end such as this: 

This act shall take effect upon its passage: Provided, That so much of this act as 
a.ff ects the rights, duties, or liabilities of the officers or employees at the several Sub- 
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treasuries, or of officers or persons required or permitted by law to transact business 
therewith, shall become effective with respect to each Subtreasury and to the officere, 
employees, and persons connected therewith, only upon its discontinuance by the 
Secretary of the Treasury as herein provided. 

Now that might save trouble for vour collectors of customs, internal- 
revenue and disbursing officers, all of whom have very strict statu- 
tory requirements just Jiow to handle their business. 

The Chairman. That is true. Don't you think there is something 
in that suggestion ? 

Mr. H. P. HuDDLESON (Division of Public Moneys, United States 
Treasury). It is very important, I think, Mr. Chairman, that this bill 
include an appropriation sufficient to carry silver coin and gold coin 
from the Subtreasury to the place of storage. I have gone into the 
thing very carefully and I find it will take $291,737.81, and that 
includes the special express rate on all gold coin. On silver coin we 
have no special rate, but on gold coin we have a special rate and it is 
possible that a portion of this can be sent by parcel post, by registered 
mail, which wiU make it shghtly cheaper, but this expense is down to 
the minimum. 

The Chairman. You have got that very closely figured. What was 
that amount ? 

Mr. HuDDLESON. The total figure would be $291,737.81. There 
are $244,233,797.78 m gold coin, and $97,795,366 in silver coin in the 
Subtreasuries, and that doesn't take in the subsidiary and minor coin 
which would naturally be turned over to the Federal reserve bank, 
perhaps in the same building, and left there. I don't know whether 
you are going to permit the Federal reserve banks to occupv the space 
that is now occupied by the Subtreasuries in the Federal buildings, 
but it is possible that in Cincinnati and one or two other places it 
may be absolutely necessary. The quarters are very limited for the 
Federal reserve bank there, and unless they can get larger quarters 
I think they would have to use the rooms occupied By the Subtreasury 
at the present time. That may be true of one or two other places, 
so I include a very small expense for the transfer of subsidiary silver 
and minor coin. 

Mr. Phelan. Mr. Curtis, I would like to ask you another question 
upon a matter which I have given some thought to. I suppose there 
is some law now putting penalties upon any Government employees 
who misapply funds among these trust funds. I presume that there 
would be some penalty attaching to any officer of the Federal reserve 
bank who did the same thing, contrary to law, or contrary to good 
faith. Have you thought anything about that, as to wnether or 
not an officer m a Federal reserve bank who had in part the custody 
of these trust funds might escape punishment for some wrongdoing i 

Mr. Curtis. They would all be liable in the first instance to Int' 
State law wherever they were situated, of course. 

Mr. PiiELAN. Yes, but you don't know that there is anything 
coming up, but you know we found that once in the Federal reservt 
act we had not made provision for some people who misapplied f uncl^ 
or made false entries or something of that sort in the books of th< 
Federal reserve bank, and we had better watch out and not inak< 
the same mistake here, or the same omission. 

Mr. Ci RTis. I thought there was something in the new section 2J 
I may be wrong about that. 
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Mr. Phelan. Well, I thought perhaps you had considered that. 

Mr. Curtis. No, I have not. 

Mr. Phelan. The second thing is whether or not there is some pro- 
vision realtive to the bonding of the Government employees who have 
these funds in charge, which does not, and under the provisions of the 
bilU may not, apply to the Federal reserve bank officials who may 
have similar custody. 

Mr. Curtis. That would all be covered by the regulations to be 
issued by the Secretary, I should think, ana it would be a detail of 
' administration. Of course Mr. Jay here is under heavy bond, and I 
don't know how many others, but not very many others. 

Mr. Phelan. It is just a matter of principle, because I imagine 
that no matter what size the bond was, any defalcation might exceed 
the size of the bond, but I wanted to know whether any provision 
had been made. 

Mr. Curtis. No, there is nothing in anv draft of law that I have 
seen on that subject, but I should think tKat might easily be left to 
the Secretary's discretion. 

Mr. Phelan. The other thing could not be. 

Mr. Curtis. No, the question of the definite liability under the 
criminal statute could not be, of course. 

Mr. Phelan. I would like to hear some statement from these 
Treasury officials, Mr. Chairman. 

The Chairman. Well, we have been asking Mr. Hand about it. 

Mr. Phelan. Except we haven't asked him what the duties of the 
subtreasuries are to-day. Perhaps you could cover that in a written 
statement. 

The Chairman. Mr. Hand, how fully are they covered in that 
study bv the Bureau of Efficiency, published a few years ago ^ 

Mr. Hand. It is practically totally covered in that published 
report. 

The Chairman. That is what I thought. I don't think we need 
to go into that. If you gentlemen think it is worth while we can have 
further hearings, but if you do not I will entertain a motion to 
adjourn, Mr. Phelan. 

Mr. Phelan. Then I move that we adjourn. 

(Whereupon, at 12.30 o'clock p. m., the committee adjourned). 
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